
Almost all major social and economic indices reflecting the economic situation in the Republic showed positive growth in 2007. The same applies to the general tendencies of economic development of Dagestan. According to the preliminary estimations, in 2007 the Republic surpassed other members of the Southern Federal District in manufacturing, farming, construction and retail trade development.

Dagestan continued to follow the provisions of the Program of Social and Economic Development of the Republic up to 2010: a number of measures and events in this context were successfully applied and conducted. Also, major steps described in the Priority National Projects and specific to the Republic of Dagestan have been made.

A survey of the preliminary results of the social and economic development of Dagestan in 2007 reveals ascending graphs of the main social and economic indices of the Republic. Moreover, the Republic's tax revenue has also grown. Compared to the previous year (2006), the growth rate of the majority of the indices has increased, except for those reflecting the volume of fee-based services rendered to the population, real incomes and housing development. The primary industries' goods and services production index equaled 119.1%, which is 2.7 percent greater than in 2006.

The overall 2007 industrial index in Dagestan was 117.4% compared to 108.5% in 2006. In particular,  the processing industry performed at 125.6% (compared to 120.3% in 2006), power, gas and water production and distribution performance levels equaled 114.4% (against the 21.4% slump of 2006). There was a slight decrease in mining, down to 88.9% compared to 99% in 2006, due to decreased oil (down 11.2%) and gas (21.4% down) extraction.

Compared to 105.3% of 2006, in 2007 then agriculture of Dagestan has performed better and reached 107.1%. The main results were seen in the growth of the cattle population (100.7% against the figure of 2006), stock of sheep and goats (101.0%). Moreover, output of livestock and plant products has also increased, except for cereals and eggs.

Capital investments in 2007 have grown 29.2%, whereas in 2006 this figure was only 18.9%. Consequently, the construction industry enjoyed 129.3% growth .

According to the preliminary estimations, the total freight traffic managed by the transport industry of Dagestan in 2007 has reached 16.3 billion ton-km, which is a 107.7% growth compared to the previous year. As for the passenger turnover, in 2007 it equaled 4.3 billion passenger-km — 15.6% greater than in 2006.

Financial performance of the Republic has also improved in 2007. Thus, the revenue of the consolidated budget is estimated to equal 38.8 billion rubles, or 143% of the figure reached in 2006. The same estimations reveal 11.7 billion rubles of tax revenues flowing into the budgets of all levels, making 122.2% of the success of 2006.

By December 2006 the inflation was at the level of 114.5%, against 108.9% in the previous year. The increase was caused by the growth of food products and paid service prices, including the public utilities services.

On the consumer market of Dagestan, retail trade, public catering and paid services have shown stable growth: compared to 2006, they increased by 24.6%, 41.1% and 15.5% respectively.

The economic growth was backed by the expanding consumption, as the real incomes of the population increased. According to the estimations, they equaled 120.5% of the figure of 2006. Graphs of the other indicators reflecting living standards in the Republic have also gone up. In nominal terms, average monthly salary has grown 25.2% and equaled 5670 rubles. In real terms, it was 114.9% of the previous year's figure. The share of the population receiving less than the minimum subsistence income has decreased slightly and is estimated to make up 17% of the total population of the Republic. In 2006 this figure was 17.5%.

The unemployment rate is going down. According to the Employment Service Agency, by the end of 2007 53.6 thousand people claimed unemployment. This is 1.9 thousand (3.4%) less than in the comparable period of 2006. Estimations for 2007 contain the following figures: overall unemployment rate — 22.6% (able-bodied population of the Republic), registered unemployed population — 4.7%. In 2006 these figures equaled 23.4% and 4.8% respectively.

Main indices of the social and economic development of the Republic of Dagestan

	Index
	2006
	2007

	
	January-December
	January-December

	Economic growth, %, compared to the similar period of the previous year

	Primary industries, goods and services production index
	116.4
	119.1

	Manufacturing
	108.5
	117.4

	Agricultural products
	105.3
	107.1

	Capital investments
	118.9
	129.2

	Volume of construction works
	129.7
	129.3

	Retail trade turnover
	121.8
	124.6

	Volume of paid services rendered to the population
	117.5
	115.5

	Inflation growth, %, compared to the similar period of the previous year

	Index of consumer prices
	9.0
	9.0

	Index of prices of the industrial producers
	13.0
	14.7

	Living standard

	Real incomes, %, compared to the similar period of the previous year
	129.9
	117.4

	Monthly average nominal salary (gross), 1 employee, rubles.
	4530.0
	5670.0

	Real salary, %, compared to the similar period of the previous year
	113.6
	114.9

	Number of officially unemployed (in thousands)
	55.5
	53.6

	Finances

	Revenue (consolidated budget), total, in millions of rubles
	27123.3
	38774.8

	       including tax and non-tax revenues, in millions of rubles
	6350.0
	8365.7

	Inflow of taxes and duties into the budget of the Republic, in millions of rubles
	9614.7
	11749.1


The main indicators describing the situation in the major economic sectors of Dagestan are detailed below.

MANUFACTURING AND PRODUCTION

In 2007, the sectors defined as «Mining», «Processing» and «Production and Distribution of Power, Gas and Water» have shown the growth of 17.4%. Thus, the result of 2006 — 8.5% - was doubled. In particular, the output of the processing industry increased by 25.6% (in 2006 — 20.3%), and that of the Production and Distribution of Power, Gas and Water — 14.4%. In 2006, the latter industry suffered a slump of 21.4%.

The volume of goods and services produced in the Republic equaled 23618.9 million Euro, including:

· mining — 2677.6 million rubles (111.8% of 2006, in current prices);

· processing — 15153.1 million rubles (138.8%);

· production and distribution of power, gas and water — 5788.2 million rubles (118.9%).

Authorities of Dagestan continued to attract investments into implementation of the large-scale investment projects. Most of them imply development of hydro-power engineering, machinery manufacturing, building materials industry,  chemical industry, glass industry and food industry. Implementation of these projects will boost general development of the Republic, create new job opportunities, secure greater inflow into the Dagestan's budget and increase the investment rating of the region. Many projects, interesting and important for the Republic's economy, have been showcased both in Russia and abroad, including the past investment forum Sochi-2007. There are already agreements made with potential investors (Russian and foreign) regarding some of these projects. The projects that are being detailed today deal with construction of the new glass factories (float process), development of  hydrocarbon resources belonging to the Dagestan sector of the Caspian shelf plate, development of a highly effective energy-biological complex on the basis of the explored geothermal fields in the Northern Dagestan, construction of the medium and small-scale hydroelectric plants in the Republic.

TRANSPORT

Major constituents of the transport industry of Dagestan are the sea port, the airport, motor and rail roads and pipelines. It is estimated that the total volume of supplies handled in Dagestan in 2007 equaled 16257 million tonn-kilometers, showing a 7.7% increase of the previous year's result. Passenger traffic in 2007 rose up to  4317.8 million passenger-kilometers, with a 15.6% increase compared to 2006.

Volumes handled by all types of transport comprising Dagestan's transport industry have grown, save for pipeline transport. The greatest contribution to the general increase belongs to the railroad transport: the volume of goods transferred via railroads has grown 13.4%. Motor vehicles have carried 2.5% more cargo than in 2006. As for the air transport, the volume of goods handled by planes has doubled. Gas traffic in the Republic of Dagestan has decreased sharply (down 48.2%) due to the cut in supplies of gas to Azerbaijan. According to Caspiygazprom, Azerbaijan receives no gas since January 2007, so the volumes transported through pipelines have slumped from 3065.1 million tonn-km in 2006 to 1589.7 million tonn-km in 2007.

Major carriers of passengers in Dagestan are trains, motor vehicles and airplanes. In 2007, the number of people who have chosen to travel by train has decreased 4%, since the railway route through the city of Volgograd was cancelled. 9.9% more travelers decided in favor of motor roads, and the airline passenger traffic doubled. The success should be credited to the efficient service provision management by Dagestan Airlines, as well as the setup of the company's branch in Moscow and expansion of the routes network.

Behind the positive dynamics of development of the Dagestan's transport industry are the growing mobility of the citizens, development of small-scale and midsize businesses, expanding foreign economic relations, which cannot grow stronger without proper transportation infrastructure.

State and private investments will be used to further develop the Republic's transport industry. Major directions: 

· completion of the second stage of reconstruction of the Makhachkala seaport;

· fundamental reconstruction of the air transportation facilities, starting with the land technological and servicing facilities, landing field, other structures of the Makhachkala airport;

· replacement of the out-of-date and deteriorated electric trains, reconstruction and capital repairs of the Republic's railroad stations;

· construction and reconstruction of the sections of federal and regional motor roads forming part of the main network.

COMMUNICATIONS

According to the estimations, in 2007 turnover of the communication services providers of Dagestan equaled 5955.4 million rubles, or 122% of the result of 2006 (in current prices). Of the total volume, telecommunication services have 5770.7 million rubles (96.9%), postal and courier services — 184.7 million rubles (3.1%). This growth should be credited to the intensive development of mobile telephony in the Republic and expansion of the range of services provided by the post offices.

DEVELOPMENT OF AGRICULTURE

Preliminary estimations for 2007 show that the volume of agricultural goods produced equaled 34643.9 million rubles, or 107.1% of the level of 2006. The result of 2006 was 105.3% of the volume produced in the previous year.

Given below are production growth rates, broken by the quarters (% of the corresponding period of the previous year):

· 2006: January — 102.5%, January-March — 101.9%, January-June – 102.7%, January-September – 103.5%, January-December – 105.3%;

· 2007: January — 105.4%, January-March — 107.9%, January-June – 108.4%, January-September – 104.7%, January-December – 107.1%.

Contributions to the total volume, by types of the farms: large-scale farms – 7.3%, private farms, midsize – 13.2%, private farms, small-scale – 79.5% (year 2006 – 7.9%, 12.4% and 79.7% correspondingly).

INVESTMENTS AND CONSTRUCTION

According to the estimations, all the sources of financing have brought 56288.9 million rubles of investments into the fixed assets in 2007. The growth equaled 29.2% to the previous year, whereas in 2006 this figure was 18.9%. In the background of the increasing investments was the growing investment demand seen in the Republic, supported by the improvements in manufacturing and services provision volumes together with the greater incomes received by the population.

In 2007, the Dagestan's budget has invested significantly larger sums of money into construction of social and engineering infrastructure facilities carried out in the context of the Republic Investment Program. The major provisions of the latter have been detailed in the Dagestan Law «On the Republic's Budget of 2007» and the Decree #103 of April 12 2007 «On the Republic's Investment Program of 2007 and State Support of the Road Network of the Republic of Dagestan in 2007».

Variuos estimations state the following sectors of the Republic's economy to be the most attractive for investments:

· manufacturing and production, including food and processing industries;

· development of the hydrocarbon fields explored in the Dagestan part of the Caspian shelf plate;

· development of the Makhachkala transport hub and further use of the Republic's favorable geopolitical location in the North-South transportation corridor;

· reactivation of the Republic's resort and recreation facilities and their improvement, use of the advantageous natural and climate conditions in complex development of the tourist and resort sector.

There are over 130 companies with foreign capital registered in Dagestan. The largest of them are:

· Dagneftindustriya (USA);

· Inom (Turkey);

· Khazarturkinternational Company (Turkey);

· Ornament (USA);

· Safinat-Makhachkala (Malta);

· Caspiy-1 (USA);

· Dagtelecom (Cyprus);

· Dagestan Cellular Communications (Korea).

According to the preliminary estimations, the volume of the construction works in Dagestan rose up to 33091.9 million rubles, which is 129.3% of the result of 2006. About 105 large and midsize businesses took part in construction operations in the past year.

The housing development efforts in 2007 have resulted in construction of 795.6 thousand square meters of housing (the data is tentative, all sources of financing considered). Compared to the previous year, the development rate has grown 11.2%. However, the improvement in 2006 was better — 13.9%. Reasons of this slight decrease should be searched for in the increased materials, structures and related goods prices. At the same time, as the incomes of the population and the demand for housing grow, more and more private individuals build houses for their own use. Their share in the total number of housing square meters developed in 2007 amounts to 84.3%.

CONSUMER MARKET

The growth rates of the retail trade, public catering and paid services have continued to improve, due to the increased incomes and increasing internal demand. Essentially, the latter was backed by the consumption on the part of households with the retail trade turnover growth surpassing the expansion of the paid services sector in the background.

The retail trade turnover in 2007 equaled 146647.8 million rubles. This is 24.6% better than in 2006. The growth rate has increased 2.8% compared to the figure of the previous year. Major contributors were trade organizations and entrepreneurs (57.7%), merchandise and food markets (42.3%). As for the structure of expenses, the share of food has equaled 50.6%, whereas in 2006 it was 54.6%.

With the growth rates indicated above, the average turnover per capita in 2007 was 54.9 thousand rubles. It is 1.3 times more than in 2006, but still less than the average national figure (61 thousand rubles per capita in 2006).

Public catering. This sector have been developing rapidly in 2007. The turnover equaled 12456.1 million rubles, or 141.1% of the previous year's result. The growth rate, compared to 2006, was almost the same (141% in 2006). The share of the public catering in the total turnover of the Republic rose up to 7.8%, while in 2006 it was only 6.8%. 

The volume of paid services rendered to the population in 2007 equaled 33572.3 million rubles — 115.5% of the level of 2006. The turnover have not been growing as fast as in 2006, when it rose up to 117.5%. Such a situation should be credited to the outrunning growth of prices and fees charged for paid services: in 2006 this growth equaled 111.1%, whereas in 2007 it was 113.8%.

Structure of the paid services provided is improving, the network of the companies operating in this sector is developing. The corresponding indicators show that the growing shares belong to transport, communications, tourist and recreation, educational, medical and legal companies. In the past year 85.6% of all the paid services rendered to the population were transport, communication, utility, tourist and personal services.

One of the priorities in the development of the Republic's economy is reactivation and promotion of the Dagestan's tourist and resort industry. The Government of Dagestan takes actions to further develop provision of spa and resort therapy services, recreation industry. With the aim to structure these activities, the Republic's Program «Development of Tourism in the Republic of Dagestan, years 2005-2010» has been approved.

EXTERNAL ECONOMIC ACTIVITY

Foreign trade turnover in 2007 is estimated to equal USD 449.5 million, which makes 102.8% of the previous year's result. According to the estimations, the export volume (including oil export) amounted to USD 170.8 million. That is 42.3% more than in 2006. Import volume (estimation, including unorganized trade) equaled USD 278.8 million — 12.1% less than in 2006. This decrease is explained by the import of Croatian ferries for the Makhachkala port that happened in 2006.

The major export articles are oil products, electric power, fruits and vegetables, alcoholic beverages and soft drinks, confectionery products. Wood and wood products have also gained a greater share in 2007 — 44.9% (in 2006 – 52.1%), as well as produce of the machine-building industry – 13.7% (15.2%) and food commodities — 8.8% (9.7%).

According to the information provided by the Customs Service, the largest share in the imports structure belongs to food commodities (71.2%, in 2006 — 44.7%), produce of the machine-building industry (15.6%, in 2006 — 43.4%), petrochemicals (5%, in 2006 — 3.9%).

In 2007, foreign partners of Dagestan came from 41 country (in 2006 — from 42). The major foreign trade counterparty of the Republic is Azerbaijan, which took 32.3% (USD 141.3 million) of the total foreign trade turnover of Dagestan in 2006. Other large-scale export partners are Iran, Turkmenia, China, Greece, Czech Republic, Cyprus, Poland and Switzerland.

As for the imports to Dagestan, the leaders are Georgia, Ukraine, Iran, Turkey, Germany, China, Turkmenia, Malta, Switzerland, Czech Republic, Poland. In the past year, the most prominent participants of the external economic activity were Caspiy-1, Mars+, Investfinance-A, Deneb.

Behind the domination of raw materials in the Dagestan's exports is the lack of focus on development of the foreign economic relations on the part of the Republic's producers. And foreign trade, which is a whole complex of external economic activities and relations with foreign partners combined with customs operations, positively affects the development of the Dagestan's economy and promotes improvement of the Republic's potential.

Table 1. Dagestan's Import and Export, years 2000-2006.

	
	2000
	2001
	2002
	2003
	2004
	2005
	2006

	Export
	133
	92.4
	73.8
	55.4
	78.2
	193.2
	120

	Import
	23.5
	18.4
	45.3
	95
	113
	176.2
	317.2


BUDGET SYSTEM, FINANCIAL PERFORMANCE

According to the estimations, in 2007 the consolidated budget revenues equaled 38774.8 million rubles. This is 101.5% of the desired level and 143% of the result of 2006. Tax and non-tax revenues amounted to 8365.7 million rubles, which is  100.1% of the requirement and 131.7% of the previous year's level. Inflow from the federal budget equaled 30409.1 million rubles — 46.4% more than in 2006. Consolidated budget expenditures are estimated to equal 37.9 billion rubles, or 142.9% of the result of 2006.

LIVING STANDARDS

In 2007, the graphs of indices reflecting the living standards in the Republic have been ascending.

Estimations show that the average monthly income per capita equaled 8046.2 rubles, thus growing by 28.5% compared to 2006. Consumer spendings per capita amounted to 5986.7 rubles, surpassing the level of 2006 by 34.1%.

Real incomes of the population, according to the preliminary information, have grown by 17.4% in 2007 compared to the previous year. However, the growth rate was slower — in 2006 it equaled 29.9%.

Average monthly salary of 1 employee in 2007 equaled 5670 rubles (estimation); the growth figure was 25.2%, whereas real wage have increased by 14.9%. 

The minimum subsistence income is estimated to average at 2932.5 rubles, with a 20.7% increase compared to 2006. In 2007, the subsistence in Dagestan required  36.4% of the average monthly income of one citizen and 51.7% of the nominal average monthly salary of 1 employee. The share of the population receiving less than the minimum subsistence income has decreased slightly and is estimated to make up 17% of the total population of the Republic. In 2006 this figure was 17.5%.

LABOR MARKET

In the past year, the officially registered unemployment rate has decreased. At the end of 2007, the Employment Agency has registered 53.6 thousand unemployed, with a 4% decrease against the comparable level of 2006. By the end of December 2007, the share of able-bodied unemployed citizens was estimated to be 4.7%, marking a slight decrease of 0.1% to the corresponding period of 2006. Still, the average unemployment rate in the Republic is more than twice as high as on average in Russia.

According to the estimations, there were 1147.9 thousand economically active people in the Republic in 2007. Calculated under the methods provided by the International Labour Organization, the number of unemployed people in Dagestan  averaged at 258.9 thousand people, or 22.6% of the total able-bodied population. Compared to 2006, the general unemployment rate has decreased by 0.8%.

DEMOGRAPHICS

According to the estimations of the Dagestan's department of Rosstat (Federal State Statistics Service), at the beginning of 2008 the Republic was home for 2686.6 thousand residents; 57.5% of them live in the rural areas, which is in line with the general tendency seen in Dagestan for many years now.

In the past year, as in the years before, natural increase (birth rate surpassing death rate) was the main booster of the general growth of the population. The same natural increase rendered the negative effect of migration null. In the course of 2007, the Dagestan's population has increased by 1.1% (28 thousand people, estimation). The population growth rate in 2006 equaled 0.7%.


