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Abstract 
 

Local budgets currently act as the main conduits of state and municipal services from the relevant 
government to the population. They require a significant amount of resources to implement their assigned 
powers and obligations. Until recent times, the primary way to increase the financial resources of 
municipalities has had to transfer certain income sources to the lower level in the form of financial 
assistance. However, all available types of financial assistance are essentially devoid of a stimulating effect. 
In this connection, there was no increase in real financial resources, but only their inter-territorial and 
interspecific redistribution. It is possible to ensure real income growth at all levels of the budget system 
only in conditions of increasing the tax potential, which will become the basis for improving the financial 
situation of the entire budget system of the country. The tax potential is considered as a derivative of various 
types of territorial potentials (economic, demographic, natural and climatic). To achieve its sustainable 
growth, it is necessary to take a comprehensive approach to assessing the basic potentials, taking into 
account the main growth factors and taking measures to consolidate those that have the highest possible 
positive impact on the tax potential of the municipality.  
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1. Introduction 

Tax potential is of great importance for municipalities. On the one hand, it characterizes the amounts 

that can never be received in the corresponding budget. But, on the other hand, it allows you to see possible 

benchmarks for the growth of income sources. It makes it possible to build the most competent, well-

thought-out financial policy for the municipality (Gnezdova et al., 2020; Volkova, 2016). 

2. Problem Statement 

Local budgets are currently implementing a huge range of services for the population of the country. 

A significant amount of funds is required to fulfill all the assigned powers (Volkova, 2016). However, in 

practice, these funds are not enough. The current fiscal policy in Russia recognizes the importance of 

territorial budgets. But in fact, real management decisions go against the guidelines defined at the state 

level and, as a rule, do not allow the sub-federal level management bodies to conduct a stable financial and 

budgetary policy. The preferred direction is the strict centralization of budget resources with their further 

redistribution among all the subjects of the federation and municipalities. Such an approach is quite justified 

in the context of the development of crisis situations as a measure that can prevent the occurrence of a large-

scale critical decline in the revenue component of the budget and is aimed at curbing the growth of 

unjustified budget expenditures. But this approach has the most adverse effect on economic growth. The 

formation of dependent attitudes among regions and municipalities does not allow us to give an impetus to 

development, does not develop the desire to expand the tax base, including in the agricultural sector of the 

economy. This becomes the main problem hindering the strengthening of the tax potential of local budgets 

of agricultural regions (Nikitin & Antsiferova, 2020; Popova, 2015). 

3. Research Questions 

The issues discussed during the study are focused on finding ways to increase the tax potential of 

municipalities in the context of modern legislation, including in terms of inter-budgetary relations.  

In this regard, it is important to consider such topical issues in relation to the tax potential of the 

municipality as: 

- analysis of the value of tax revenues in general and its individual elements for municipal budgets; 

 -assessment of the main directions of development of municipalities that ensure the increase of the 

tax potential of the relevant territory; 

- substantiation of directions for strengthening the tax potential of local budgets, primarily by 

expanding investment sources for the development of agricultural production. 

4. Purpose of the Study 

The purpose of the study is to identify the most significant areas of strengthening the tax potential 

of local budgets, including strengthening through increased investment in the agricultural sector of the 

economy, in the current financial and budget legislation.  
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5. Research Methods 

The basis of the study is formed by data on local budgets of the Tambov region for 2018-2020. In 

the course of the study, monographic, economic-statistical, abstract-logical research methods were used. 

6. Findings 

The tax potential belongs to those categories that are recognized as significant, but, at the same time, 

there is no real interest in it due to the underdevelopment of financial and budgetary relations at the sub-

federal level. The tax potential is the maximum amount of tax revenue that can be accumulated in the 

relevant territory, taking into account the current financial and budgetary legislation. Also, the tax potential 

can be assessed from the perspective of the transformation of legislation, the implementation of investment 

policy (Popova & Fetskovich, 2015; Sorokina, 2021).  

The most serious problem for municipalities, which hinders the process of building tax capacity, is 

the low share of tax revenues in the revenue structure of municipalities. Thus, data on the dynamics of the 

share of tax revenues in the total amount of municipal budget revenues are presented in Table 01. 

Tax revenues in the total amount of income sources occupy an extremely low share. Moreover, there 

is an uneven distribution by type of municipality. Thus, a lower indicator is observed for urban districts. 

This is primarily due to the lower standard of deductions from the personal income tax. At the same time, 

in municipal districts, we can state a generally low level of income sources (including gratuitous transfers), 

which characterizes insufficient financial security. In general, over the entire period of the study, the share 

of tax revenues increased slightly in terms of average indicators (Antsiferova et al., 2019). But for 14 of the 

30 municipalities (46.7%), there is a decrease in the share of tax revenues. Thus, contrary to the national 

policy aimed at strengthening the financial foundations of municipalities, the situation is becoming more 

complicated and requires radical measures to correct it. 

The main directions of strengthening the tax potential of municipalities of agricultural regions are 

presented in three major areas. First of all, it is necessary to use purely fiscal instruments for the growth of 

tax revenues, which imply the prevention of the formation of tax arrears, as well as the search for optimal 

ways to collect arrears on tax payments. This source assumes the implementation of strict measures in the 

field of tax administration, the tightening of the general system of tax control. For municipalities, the most 

important thing is to build an optimal system for dealing with local tax arrears (Melikhov et al., 2021). 

The second mechanism is focused on the use of inter-budgetary instruments, that is, the formation 

of such an order of inter-budgetary redistribution, which would achieve the most equitable redistribution 

of resources at the levels of the budget system. For municipalities, we are talking about transferring 

individual tax revenues to local budgets. The most priority in this direction is the transfer of part of the 

corporate income tax to the jurisdiction of local self-government bodies. This will lead to a serious increase 

in their interest in the development of the subordinate territory, creating the most comfortable conditions 

for the successful activities of economic entities. 

 

 

http://dx.doi.org/


https://doi.org/10.15405/epsbs.2022.02.44 
Corresponding Author: Svetlana S. Kirillova 
Selection and peer-review under responsibility of the Organizing Committee of the conference 
eISSN: 2357-1330 
 

 352 

Table 1.  Dynamics of the share of tax revenues in the total amount of budget revenues of municipalities 
of the Tambov region for 2018-2020 in % 

Municipal district name Years  Deviation of 2020 
from 2018 2018 2019 2020 

Kirsanov City district  19.8 16.3 21.3 +1.5 
Kotovsk City district 20.3 14.3 11.3 -9.0 

Morshansk City district 20.6 22.2 20.7 +0.1 
Michurinsk City district 21.7 20.4 19.3 -2.4 
Rasskazovo City district 12.4 19.9 19.7 +7.3 

Tambov City district 31.4 31.9 33.2 +1.8 
Uvarovo City district 20.9 19.9 17.0 -3.9 

Bondarskyi Municipal district 28.1 25.4 22.2 -5.9 
Gavrilovskyi Municipal district 27.0 25.6 28.8 +1.8 
Zherdevskyi Municipal district 38.9 38.0 39.7 +0.8 
Znamenskyi Municipal district 27.9 33.8 37.2 +9.3 
Inzhavinskyi Municipal district 25.6 36.1 27.0 +1.4 
Kirsanovskyi Municipal district 27.0 25.8 27.0 - 
Michurinskyi Municipal district 38.0 39.1 37.1 -0.9 
Mordovskyi Municipal district 27.1 34.3 39.4 +12.3 
Morshanskyi Municipal district 27.4 29.9 30.0 +2.6 
Muchkapskyi Municipal district 28.6 27.4 27.3 -1.3 
Nikiforovskyi Municipal district 28.7 33.0 35.6 +6.9 
Pervomayskyi Municipal district 34.3 34.2 21.4 -12.9 

Petrovskyi Municipal district 30.5 31.1 34.8 +4.3 
Puchaevskyi Municipal district 25.9 25.1 25.4 -0.5 

Rasskazovskyi Municipal district 19.7 20.6 23.3 +3.6 
Rzhaksinskiy Municipal district 35.7 35.0 32.8 -2.9 
Sampurskiy Municipal district 30.6 31.1 27.1 -3.5 
Sosnovskyi Municipal district 24.9 25.7 24.3 -0.6 

Staroyuryevskyi Municipal district 36.6 38.1 37.1 +0.5 
Tambovskyi Municipal district 38.5 34.1 35.2 -3.3 
Tokarevskyi Municipal district 36.0 41.8 31.5 -4.5 
Uvarovskyi Municipal district 28.9 46.0 40.7 +11.8 
Umetskyi Municipal district 25.4 23.9 16.4 -9.0 

The average of all municipalities  23.0 29.3 27.8 +4.8 
 

The most important indicator that characterizes the tax potential is the total wage fund of the 

territory, including the municipality. The implementation of investment projects, especially large-scale 

ones, implies the growth of budget revenues already at the very first stages of its implementation. This is 

reflected in the emergence of new jobs. Therefore, all municipalities should focus their efforts as much as 

possible on attracting investors to the territory of the city or district. On the territory of the Tambov region, 

the most actively developing organizations of the agricultural sector of the economy. They ensure the 

successful development of not only the agricultural sector, but also create conditions for the stability of the 

social sphere.   However, assistance from the region and the federal center is also needed. This assistance 

should be implemented in the form of a unified state investment policy, focused primarily on the 

municipalities of agricultural regions. 

The result of a well-thought-out federal policy in the field of investment in the agricultural sector of 

the economy should be, among other things, to curb the process of internal migration outflow of the 

population from rural areas and small towns to larger cities and federal centers. An additional effect is the 

smoothing of social tension in the country due to the growth of real incomes of citizens and the prevention 
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of a sharp income gap between different segments of the population in the country as a whole and between 

individual regions. Therefore, it is necessary to distribute investments through the redistribution of labor 

resources on the basis of an even state plan.  

Competent investment policy of municipalities assumes unity and interrelation of the investment 

concept, the investment program and the action plan.  The concept should determine the key direction, the 

goal that should be achieved as a result of the implementation of the designated investment policy. The 

investment program is a specific task, the solution of which together can ensure the achievement of the 

stated goal. In turn, the action plan is a set of well-thought-out, precise actions aimed at solving the tasks 

of the investment program. Thus, there should be a single model, all the elements of which are 

interconnected and focused on solving the global investment goal of a particular municipality. In the event 

of a break in this chain, the achievement of a single goal becomes impossible. At the same time, federal 

policy at the municipal level is implemented through the interaction of local self-government bodies and 

regional authorities (Kholodova & Podgorskaya, 2020). 

Great hopes in terms of strengthening the tax potential were placed on the introduction of a non-real 

estate tax. A pilot project was implemented to introduce it on the territory of Tver and Veliky Novgorod in 

1997-1998.  

The main tasks set before the experiment:  

-to construct a unified real estate tax instead of the current three taxes (land tax, tax on property of 

physical persons, the tax on property of legal entities),  

-to assess the market price of all properties,  

-enter the tax rate the same for all participants of tax relations (the legal and natural persons),  

-to pass on this tax to the jurisdiction of the local authorities.  

A huge number of publications and studies were devoted to the generalization and analysis of the 

results obtained. But the final results of the experiment did not receive a comprehensive assessment and 

determination of the amount of funds necessary for its introduction. In addition, there are virtually no real 

calculations of the necessary amount of funds for the implementation of this tax. The main conclusion 

drawn from the results of the experiment is that no municipality can carry out preparatory measures for the 

introduction of real estate taxes in the relevant territory. In addition, there is no interest in this tax on the 

part of the region, since the budgets of the subjects of the federation may lose part of the revenue sources 

(the tax on the property of legal entities).  

The highest value for the budgets of municipalities is the tax on personal income. The growth of the 

tax potential in relation to this revenue source can be achieved both by administrative methods and by 

economic ones. But the most effective is, of course, their combination and the implementation of a 

comprehensive economic and administrative method. 

Administrative resources involve the use of opportunities to increase the standard of deductions to 

the budgets of municipalities. The following measures are also significant administrative levers: 

- comprehensive work with individual entrepreneurs on the issue of legalizing labor relations; 

- active promotion of "white" wages; 

- analysis of the average industry salary and deviations from it in relation to individual organizations 

and individual entrepreneurs. 
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The tax potential can really grow only in the conditions of stable functioning of its basic components, 

which should include economic potential, demographic, as well as natural and climatic (Figure 01). 

 
Federal budget Subject of the RF 

budget 
Local budget Extrabudgetary funds 

 
 
 
 
 
 
 
 
 
 
 

ECONOMIC POTENTIAL DEMOGRAPHIC POTENTIAL NATURAL AND CLIMATIC 
POTENTIAL 

- production 
- intelligent 
- innovative 
- institutional 
  

- labour resources 
- level of education of the 
population 
- consumer 

- territorial 
-land resources 
-natural resources 
-forest and water resources 
- recreational and aesthetic 
resources 

 

 Formation and transformation of the tax potential of a municipality 

7. Conclusion 

Thus, the integrity of any municipality, in the future-the region, and, as a final reference point, - the 

integrity of the state, can be achieved only with the effective use of the maximum amount of available 

resources. At the same time, the tax potential of the municipality is the basis of budget revenues at all levels 

of government, as well as extra-budgetary funds. 
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