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Formulation of the problem. The tasks performed with the help of the budget help to define the essence of
the budget. Without going into details of the controversy of the essence, functions and principles of budgeting,
however, | believe it is necessary to determine the initial theoretical positions on these concepts, which have
been debatable so far. The purpose of the article is conducting an assessment of the state of real sector crediting
and its development trends in modern conditions. Methods used in the research: survey, quantification, ranking,
scoring, etc. The hypothesis of the study. When issues related to ensuring sufficient transparency of the costs
incurred for the maintenance of a particular state entity are resolved, a problem arises related to the relationship
between budget-financed expenditures and expenditures through assistance (grants and sponsorship).
Transparency requires the integration of aid-financed spending information for decision-making and budget
reporting. Presenting main material. The state helps the formation of highly efficient economic organizations
capable of operating in the domestic and world markets in an environment of fierce competition, and
concentrating resources on promising areas for updating production. Instruments of direct state influence should
be focused on supporting private initiative specifically for the development of modern and newest technological
structures, stimulating investment activity in the relevant areas. The originality and practical significance of the
research. How the term “budget” itself is defined is of fundamental importance to manage the budget process as
effectively as possible. In most cases, this concept is limited to estimates relating to annual appropriations of
funds by the relevant legislature. Such a concept, however, may cover only a small fraction of all fiscal
transactions. Conclusions. The size of the budget deficit depends on many factors. For example, the government,
under pressure from the public or the opposition, cannot stop unreasonable wage growth, especially in conditions
of high inflation, while the volume of the budget deficit, respectively, increases by the amount of economically
unjustified wages. In such cases, in the absence of other sources of covering the budget deficit, the government
resorts to the "traditional™ methods for such a situation to cover the budget deficit - a loan from the Central Bank.
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OI0/DKETYBaHHSI, BBaXKal0, OJTHAK, 32 HEOOXiHE BU3HAYUTH BUXITHI TEOPETUYHI IMOJOKECHHS OO ITUX II0-
HSATB, SIKI JO0C1 Oy TUCKyCIHUMU. Memoto cmammi € TPOBEACHHS OI[IHKU CTaHy KPEeIUTYBaHHS peabHO-
IO CEKTOpPY Ta TEHJCHIIIH HOro pO3BUTKY B CY4aCHUX YMOBax. Memoou, UKopucmari 6 00CAiONCeHHI: OTIH-
TyBaHHS, KUIbKiCHA OLIiHKa, pamXyBaHHs, OallbHa OLIHKA Ta iH. [inome3za docniddcenns. [lpn BupimenHi
IUTaHb 1100 3a0€3MEeUeHHs JOCTaTHBOI MIPO30POCTI BUTPAT HA YTPUMAHHS TOTO YU IHIIOrO JEPKaBHOTO
00’€KTa BUHUKAE MTpoOIJieMa CITiBBITHOMIEHHS BUIATKIB, IO (piHAHCYIOTHCS 3 OO/KETY, Ta BHIATKIB 3a pa-
XYHOK JIOTIOMOTH (TpaHTiB Ta cmoHcopcTBa). [Ipo3opicTs BuMarae inTerpanii ingopmanii npo Butpartu, ¢i-
HAHCOBAaHI 32 PaXyHOK JOIIOMOTH, JJISl IPUAHATTA PillleHb 1 OFOKETHOT 3BITHOCTI. Bukiad ocHogno2o ma-
mepiany. [lepxaBa crpusie (GOpMyBaHHIO BHCOKOS(EKTHBHIX €KOHOMIYHHMX OpraHi3aIliii, 31aTHUX Mpallio-
BaTH Ha BHYTPIIIHBOMY Ta CBITOBOMY PHHKAaX B YMOBaX >KOPCTKOI KOHKYpPEHIii, KOHIIEHTpalii pecypciB Ha
MEPCIEKTHBHUX HANPSAMKAaX Ui OHOBJICHHS BUPOOHHITBA. [HCTpYMEHTH MPSIMOTO JAEP>KaBHOTO BILUIUBY
MaroTh OyTH CIIPSIMOBaHI Ha MIATPUMKY MPUBATHOI 1HILIATUBU caMe JIJISl PO3BUTKY CydacHHX 1 HOBITHIX Te-
XHOJIOTIYHUX CTPYKTYP, CTUMYJIIOBaHHS iHBECTHLIHHOI AisUIBHOCTI Y BIAMOBIAHUX cepax. Opueinanvricmy
ma npaxmudna 3uauyyujicms 0ociodcents. Te, sSIK BU3HAYAETHCS caM TEPMiH «OIOIKET», Ma€ MPUHIIUIIOBE
3HAYEHHsI JUII MaKCUMAIIbHO €()eKTUBHOTO YIPABIiHHA OOHKETHUM MPOIECOM. Y OLTBIIOCTI BHIMAAKIB IS
KOHIIEMIIisI 0OMEXYETHCS OIIHKAMH, IO CTOCYIOTHCS IMOPIYHUX aCUTHYBaHB KOIITIB BiIIMTOBIAHUM 3aKOHO-
naBuuM opraHoM. OJHAaK Taka KOHIICIIIiS MOXKE OXOIUTFOBATH JIMINE HEBEIMKY YaCTHHY BCiX (iCKaIbHUX
oreparliil. Bucrnogxu. Po3mip OromkeTHOro Aedinuty 3anexxuTs Bif OaraTthox ¢akropiB. Hampukiaz, Bmaga
i) TACKOM TPOMAJICKKOCTI UM OTIO3UIlii HE MOKE 3yMUHHUTH HEOOIpyHTOBaHE 3pOCTaHHS 3apO0iTHOI TIaTH,
0co0JIMBO B yMOBax BUCOKOI 1HQIsLII, a obcsar medinury OOKETY, BIAMOBIAHO, 301IBLIIYETHCS HA CyMY
C€KOHOMIYHO HEOOIPYHTOBAHOI 3apo0iTHOI TUIaTh. Y TaKWX BHIIAJKaX, 332 BIJCYTHOCTI 1HIIMUX JKEPEN IOK-
puTTs neinuTy OIOHKETY, YPSI BIAETHCS 0 «TPAAUIIIAHOTO» IS TAKO1 CUTYAIlil METOy MMOKPHUTTA Jedi-

Uty OromkeTy — kpeaury L1b.
Kuio4oBi cioBa:

OO KET, TPOIIOBO-KPEANTHA MONITHKA, (DiHAHCOBA CUCTEMa, PeATbHUN CEKTOP, (picKalbHA MO THKA.
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Formulation of the problem. Thanks to
the budget, each state collects parts of the coun-
try's financial resources in its own hands to ful-
fill the economic and social tasks assigned to it.

The need to single out individual links of
the financial system is caused by the difference
in the participation of subjects of economic rela-
tions in the formation, distribution and redistri-
bution of GDP, the formation and use of income.
The most important link in the financial system
is state and municipal finance, which, in turn, is
represented by:

* budgetary system, consisting of the state
budget, the budget of the Nakhchivan Autono-
mous Republic, local budgets;

» target off-budget funds;

* state credit.

In general, | share this point of view on the
structure of the links of the financial system. |
believe that it is necessary to more accurately
define the features of each link in the budget sys-
tem. It is impossible to include in one group all
off-budget funds and off-budget funds. Off-
budget funds are state-owned, and their for-
mation is carried out at the expense of relevant
taxes and other revenues established by the leg-
islative acts of the republic (for example, in
Azerbaijan - the Social Protection Fund, Road
Fund, Employment Fund, etc.), and extra-
budgetary funds of ministries, departments,

budgetary organizations are formed by organiz-
ing paid services to individuals and legal entities.
Therefore, in the above definition, targeted ex-
tra-budgetary funds can be divided into two
groups: state extra-budgetary funds, and extra-
budgetary funds of ministries, departments and
budgetary organizations.

The concept of completeness of infor-
mation goes beyond what is usually presented in
the state budget and account statements. The
available performance indicators of the state
budget of the republic in terms of revenues and
expenditures in recent years should be carefully
analyzed according to a strictly substantiated
group of reasons and factors, and conclusions
and reasoned proposals based on the results of
the analysis should be submitted to the Cabinet
of Ministers and the Presidential Administration
of Azerbaijan, and also serve as a subject of dis-
cussion in the Parliament republics.

Analysis of recent research and publica-
tions. The third principle is the openness of the
preparation, results of budget execution and
budget reporting. These are the traditional forms
regarding the coverage, accessibility and reliabil-
ity of fiscal information [1]. Particular attention
should be paid to the development and harmoni-
zation of international statistical and accounting
standards in relation to government reporting.
Fourth, independent guarantees of validity. This



is the provision of transparency of statistical in-
dicators through external audit, which, in turn,
encourages public administration to conduct an
independent audit. By following these principles,
it will be possible to ensure transparency in the
fiscal sphere.

Ensuring transparency in the fiscal sphere
is one of the aspects of good governance in this
area, and therefore it is useful to distinguish
transparency from the effectiveness of govern-
ment activities. At the same time, attention
should be paid to all aspects of management that
are clearly interconnected [2]. Fiscal reporting
practices are central to effective fiscal manage-
ment. Therefore, full, reliable and timely report-
ing on the budgetary and non-budgetary activi-
ties of government bodies acquires a special
need. In setting priorities for transparent report-
ing, a detailed assessment of the existing fiscal
management system should be undertaken to
identify specific weaknesses [3].

The purpose of the research is conduct-
ing an assessment of the state of real sector cred-
iting and its development trends in modern con-
ditions.

Presentation of the main material. For
the effective management of the fiscal sphere, it
is important to centralize the powers to deter-
mine tax policy, spend and borrow funds in the
Ministry of Finance. In recent years, a different
practice has developed in Azerbaijan. The trans-
formation of the State Tax Inspectorate into the
Ministry of Taxes and the transfer to it of all
powers in the field of determining tax policy, as
well as the minimization of the role of the Minis-
try of Finance in borrowing funds under gov-
ernment guarantees, testify to this.

A major issue at any level of government
is the distribution of responsibilities between
central ministries (eg planning, economics and
finance) and spending ministries. Different coun-
tries approach this issue differently. In countries
with a tradition of central economic development
planning, fiscal management functions are divid-
ed between the ministry of planning or economy
(responsible for the investment or development
budget) and the ministry of finance (responsible
for the operating budget). In other countries, dif-
ferent ministries and departments are responsible
for different fiscal management functions (eg
macro-fiscal policy, budgeting, accounting).

Countries also differ in the relative powers
of central ministries and spending ministries.

When issues related to ensuring sufficient
transparency of the costs incurred for the
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maintenance of a particular state entity are re-
solved, a problem arises related to the relation-
ship between budget-financed expenditures and
expenditures through assistance (grants and
sponsorship). Transparency requires the integra-
tion of aid-financed spending information for
decision-making and budget reporting.

The level of subsidizing lower budgets has
been and remains relevant for any country, since
it simultaneously indicates the level of economic
development of each territory. The principle ap-
plies here: the better developed the region's
economy, the lower the level of subsidies, and
vice versa, the less developed the region's econ-
omy, the greater the level of subsidies from the
higher budget.

The state helps the formation of highly ef-
ficient economic organizations capable of oper-
ating in the domestic and world markets in an
environment of fierce competition, and concen-
trating resources on promising areas for updating
production. Instruments of direct state influence
should be focused on supporting private initia-
tive specifically for the development of modern
and newest technological structures, stimulating
investment activity in the relevant areas.

Unemployment is one of the most im-
portant objects of study of macroeconomics. On
a global scale, the unemployment rate, except for
the economic depression of the 30s, did not ex-
ceed 5-6 percent of the total labor force.

Another, no less important object of study
of macroeconomics is international trade, i.e.,
the country's trade balance. The trade balance
says a lot about the state of the economy of each
country. A positive trade balance means the ex-
cess of exports over imports and, conversely, a
negative balance means the superiority of im-
ports over exports. When analyzing the country's
trade balance, it is possible to establish the rea-
sons for this or that lag in certain sectors of the
economy.

Fully share the point of view of the first
group of economists who do not deny either the
regulatory role of governments or the influence
of fiscal and monetary policy in the economic
development of the country. The example of the
Republic of Azerbaijan has shown that the gov-
ernment's policy in the tax-budgetary and mone-
tary areas not only influences general economic
trends. There are reasons to say that general eco-
nomic trends, especially in countries with econ-
omies in transition, depend on the correctness of
fiscal and monetary policies. The budgetary pol-
icy of the government is interconnected with
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general economic trends. During the implemen-
tation of economic and structural reforms in var-
ious areas, many problems arise that require ur-
gent support from the state. For example, after
the denationalization of enterprises and organi-
zations, a large amount of financial resources is
required to support private business by the state.
As a result of the lack of primary capital in the
hands of entrepreneurs, after the privatization
period, it is practically impossible to establish
production and output at most enterprises. In
Azerbaijan, these are established farms and other
private agricultural enterprises. After the land
reform, farmers who do not have primary capital,
equipment, fuel, mineral fertilizers, and other
necessary funds for growing agricultural prod-
ucts are practically left alone with the plot of
land that they got as a result of the land reform.
At the same time, if the government, as a result
of conducting a correct budget policy, supports a

16

certain category of entrepreneurs, then, without a
doubt, this will have a positive impact on general
economic trends.

After the implementation of government
programs for financial stabilization, starting
from 1997, lines on supporting the private sector,
including farms, began to appear in the draft
state budget of Azerbaijan.

The general economic level of the country
also depends on the correct conduct of monetary
policy. After economic and structural reforms, a
sufficiently large amount of financial resources
is required to support the private sector. But
when implementing stabilization programs based
on the principles of restrictive monetary policy,
the Central Bank raises the discount rate to a
level higher than the annual inflation rate, after
which enterprises are practically deprived of a
credit source of financing that replenishes work-
ing capital lost due to inflation (Figure 1).
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Figure 1 — Average Credit Interest Rate
Source: compiled by the authors

The volume of long-term loans to the
economy, which are the basis of its development,
has practically contributed to the work of many
enterprises and economic organizations. At the
same time, deliberate stimulation of the issuance
of short-term trade credits has led to the fact that
most private enterprises are closely involved in
the export of various consumer goods. Naturally,
here certain interests of enterprises engaged in
exporting goods to the country were stimulated
by obtaining higher profits in comparison with
production.

The result of such a policy was that Azer-
baijan, which has 9 out of 11 climatic zones in
the world, as well as almost all the necessary

natural resources, including huge reserves of oil
and gas, fertile land, today exports many con-
sumer goods, including food products.

If we add more positive phenomena in ob-
taining loans, which have become widespread in
the banking system, starting from the National
Bank of the Republic itself, then it will become
clear why entrepreneurs apply to the banks of the
republic for obtaining long-term loans for pro-
duction. To analyze the reasons for the relatively
greater interest in short-term loans, it is neces-
sary to consider a number of issues related to the
quality of goods imported into the republic, cus-
toms services for importers, smuggling of goods,
etc.



If we talk about investment and innovation
activity, the point of view of a prominent Rus-
sian economist S.Yu. Glazyev: “From the stand-
point of modern practice and theory of economic
growth, a way out of the crisis and a new eco-
nomic recovery are excluded without the aiming
of the state budget policy at the maximum stimu-
lation of investment and innovation activity (as
is known, innovations overcome depression).
For this, both direct state investments and indi-
rect stimulation of investors, including through
the provision of state guarantees, are used. De-
velopment institutions play an important role in
increasing investment in a non-equilibrium
economy. Thus, with the help of the budget, the
state is able to expand the final demand, helping
to overcome the depression. Thus, at one time, a
way out of the "Great Depression”, the post-war
reconstruction of the economy, as well as the
rapid growth of new industrial countries were
ensured.

The budget deficit is one of the most im-
portant characteristics of the state of the econo-
my and finances of the country. Before turning
to the problems of regulating and optimizing the
sources of financing the budget deficit, we pre-
sent the following conclusion of Dr. Econ. Sci-
ences T.A. Pozdnyakova, who writes in her
monograph “Finance in the System of State
Regulation of Socio-Economic Processes” that
“... the scientific basis of the ongoing transfor-
mations is significantly limited by the lack of
clarity of the available general theoretical devel-
opments and the abundance of often opposing
opinions on fundamental issues of financial sci-
ence. The economic feasibility of a radical break
in the ideas that have developed in this area re-
quires a reassessment of the basic provisions of
financial theory, in particular, such as:

* the boundaries of finance in the system
of commodity-money management;

» evolution of financial relations in the
conditions of market formation;

* reassessment of the peculiarities of func-
tioning and importance of individual spheres and
links of the financial system;

* quantitative and qualitative impact of fi-
nancial relations on social reproduction;

* necessity, essence, scope and forms of
financial regulation at micro and macro levels;

» the role of financial impact in the mech-
anism of state regulation of socio-economic pro-
Cesses;

* the importance of financial policy in the
dynamic change of the economic model;
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* improvement of the financial mechanism
under the influence of changes in business con-
ditions;

« transformation of the financial manage-
ment process, including the regional aspect of
this management”.

Conclusions and prospects for further
research. The resulting budget deficit is difficult
to eliminate, including for political reasons. The
countries that managed to avoid serious debt dis-
tress in the 1980s are precisely those countries
that were able to control their budget deficits. Of
course, the budget deficit needs to be financed.
Experience and study of the relationship between
loans and macroeconomic parameters, as well as
the process of debt management, show that gov-
ernments tend to first outline a program of public
spending restructuring, and then, if domestic re-
sources are not enough to finance it, they try to
secure financing from external sources.

An external loan is a state debt to citizens
and organizations of foreign states, as well as to
international organizations. External debts are
considered the most "dangerous” in comparison
with internal debts, since the state is obliged to
strictly comply with the agreed payment sched-
ule for both interest and principal debt. In addi-
tion, late fulfillment of guaranteed obligations by
the government may result in international com-
plications, a scandal for the state, etc. Foreign
loans allow the country to invest and consume in
excess of what its economy produces. Efficient
use of borrowed resources to finance capital ac-
cumulation accelerates economic progress. In
fact, a country can finance capital accumulation
not only by mobilizing domestic savings, but
also by attracting savings from countries where
there is a sufficient capital surplus. The gain
from external borrowing can be faster economic
growth. However, if a country attracts external
resources, then it must also create and maintain
an effective external debt management system.

The appearance of a deficit is evidence of
a shortage of budget revenues to cover existing
government spending. But with all this, the main
thing is not what part of the budget expenditures
after determining all sources of income remains
unbalanced, but, no less important, what part of
the expenditures can be considered quite reason-
able. The availability of alternative sources to
cover the resulting deficit is also important. Af-
ter all, in principle, the budget deficit can be
covered by several sources, including such an
inflationary source as a loan from the Central
Bank. Determining the most acceptable option
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for covering the budget deficit can only take
place if the government has a financial and
budgetary policy justified for a given stage of
economic development.

The size of the budget deficit depends on
many factors. For example, the government, un-
der pressure from the public or the opposition,
cannot stop unreasonable wage growth, especial-
ly in conditions of high inflation, while the vol-
ume of the budget deficit, respectively, increases

by the amount of economically unjustified wages.

In such cases, in the absence of other sources of
covering the budget deficit, the government re-
sorts to the "traditional” methods for such a situ-
ation to cover the budget deficit - a loan from the
Central Bank.
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