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Abstract. The paper investigates theoretical aspects related to the implementation of budget capacity at 

the stages of its formation and use. Having studied the determinants of socio-economic development 

contained in various economic doctrines, and taking into consideration the modern context of the 

functioning of the Russian economy, we show that the realization of budget capacity is an important 

factor in socio-economic development. The systematization of diverse views on the essence, definition 

of a set of controversial issues regarding the content and problems of implementing the regions’ budget 

capacity shows that the theoretical and methodological basis for its formation and use is limited. The 

paper considers the economic category “region’s budget capacity” from the perspective of integrating 

resource, fiscal and institutional characteristics, representing a set of not only created, but also attracted 

gratuitous / non-gratuitous budget resources, as well as reserves that can be realized under the influence of 

external / internal constraints and incentives. This interpretation makes it possible to specify the concept 

of “maximum achieved budget capacity of the region” as a capacity that has been implemented, and 

“the maximum achievable budget capacity of the region” as a set of implemented, reserve and hidden 

capacities. The article substantiates basic provisions of the integrative approach. The materials can be 

used in educational activities in studying disciplines in the field of finance, economics and management; 

they can also be useful to researchers as a basis for further research, and to management bodies of different 

levels to substantiate management decisions.

Realization of the Regions’ Budget Capacity:  
A New Integrative Approach to the Research

For citation: Pechenskaya-Polishchuk M.A. (2024). Realization of the regions’ budget capacity: A new integrative  
approach to the research. Economic and Social Changes: Facts, Trends, Forecast, 17(1), 126–141. DOI: 10.15838/esc. 
2024.1.91.7

Mariya A. 
PECHENSKAYA-POLISHCHUK
Vologda Research Center, Russian Academy of Sciences 
Vologda, Russian Federation
e-mail: marileen@bk.ru
ORCID: 0000-0002-6067-2103; ResearcherID: I-6618-2016

mailto:marileen%40bk.ru?subject=
https://orcid.org/0000-0002-6067-2103
https://www.webofscience.com/wos/author/record/I-6618-2016


127Economic and Social Changes: Facts, Trends, Forecast                 Volume 17, Issue 1, 2024

Pechenskaya-Polishchuk M.A.PUBLIC  FINANCE

Introduction to the problem

The current socio-economic situation in Russia 

is largely determined by a number of external and 

internal factors, including previously introduced 

and current sanctions, effects of the coronavirus 

pandemic, unpredictability of fluctuations in the 

ruble and energy prices, unstable inflation, etc.

In this context, a decisive transformation of the 

commodity-based economy, largely dependent on 

the global market and the results of export-import 

activities, into an economy that promotes import 

substitution, scientific, technological and innovative 

development, as well as maintaining the necessary 

balance between internal self-sufficiency and 

global openness, should become national priority 

goals. Their achievement is possible only on the 

basis of socio-economic development of regions as 

geographically specialized subsystems within the 

national economy.

Budget regulation, the importance of which 

increases markedly during periods of instability,  

has impressive and diverse opportunities for socio-

economic development of regions. Moreover, 

insufficient effectiveness of budgetary policy can 

become a significant barrier to the integrated 

development of the entire socio-economic system. 

We should note that in the presence of various kinds 

of restrictions, including financial, the need has 

increased many times not so much in quantitative 

increment of existing budget resources, which is 

typical of the traditional but outdated paradigm 

of socio-economic development, as in the fullest 

realization of the regions’ budget capacity. The use 

of this category contributes to significant progress 

regarding the factors promoting the economic and 

social development of regions. Obviously, this is 

possible only when new methodological approaches 

to the formation and assessment of the use of the 

region’s budget capacity are developed; this has 

become the aim of the work. The research was based 

on general scientific methods of cognition, as well 

as comparative, evolutionary, institutional and other 

relevant approaches.

Debatable issues of the methodology for studying 

the region’s budget capacity

The scientific community and practical 

managers actively discuss the forms and methods 

of implementing the budget capacity, which, in 

turn, among other factors depend on the correctness 

and thoughtfulness of the use of the conceptual 

framework. In this regard, research into the 

theoretical foundations of the content of budget 

capacity seems to be an urgent and important 

scientific task.

At the same time, there is a noticeable con-

centration of research focus on tax capacity (as part 

of budget capacity) or on the financial or economic 

capacity of the region (including those studies that 

consider budget capacity as their component), 

which requires further development and 

substantiation of the theoretical and methodological 

content of the region’s budget capacity.

The term “budget capacity” (“fiscal capacity” 

in English-language literature) and methods for 

determining its level became very widely used in 
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scientific and managerial circles with the arrival of 

the so-called progressive financial consolidation 

policy in the early 1990s (Martinez-Vazquez, Boex, 

1997; Haffert, Mehrtens, 2013).

Taking into account the results of previous 

studies (Pechenskaya, 2018a), we will highlight a 

number of fundamental issues of the methodology 

of budget capacity research that have caused a lively 

scientific discussion, in particular:

• Are the terms “resources”, “opportunities”, 

“reserves”, “capacity”, “budget”, “budget 

capacity” identical?

•  How to take into account the time factor 

when researching budget capacity in a cyclical 

budget process?

•  Why is it necessary to implement budget 

capacity?

•  Which capacity should be analyzed: budget 

or tax?

•  Which approach to the study of the essence 

of budget capacity best meets the task of promoting 

socio-economic development in the regions?

Further, the study will present a consistent 

scientific search and substantiation of answers to 

these questions.

First, when considering the interpretations of 

the essence of budget capacity, we found a fairly 

frequent substitution of the terms “resource”, 

“reserves”, “opportunities”, “capacity”, as well as 

“budget” and “budget capacity”.

Resources, which are one of the most important 

economic categories, represent sources of covering 

needs. The sources of budget resources are budget 

revenues created as a result of economic activity and 

funds attracted to the budget on a reimbursable and 

gratuitous basis. In this study, budget resources will 

be understood as those that are already involved in 

economic turnover. According to their engagement, 

resources can be classified as those that are in use 

and those that are potentially possible. In the latter 

case, we are talking about reserves for the growth of 

budget resources. Doctor of Sciences (Economics) 

F.F. Hanafeev points out two different states of 

reserves: the state of unused opportunities or the 

state of development (Hanafeev, 2008). We will 

proceed from the position of allocating unrealized 

and non-obvious reserves. At the same time, 

unrealized reserves differ from non-obvious ones 

in that they are already known and can be realized 

at this stage of economic development due to 

the application of necessary incentives and (or) 

restrictions.

Thus, we will interpret budget capacity at the 

intermediate stage of the study as a set of budget 

resources (realized budget capacity) and reserves 

(unrealized budget capacity).

In our opinion, the categories “budget” and 

“budget capacity” are not equivalent. An interesting 

conclusion was made by RAS Academician A.I. 

Tatarkin, who considered that within the framework 

of capacity there are both possible resources and 

those already involved in economic activity 

(Tatarkin, 1997; Tatarkin, Novikova, 2015). 

Academician L.I. Abalkin interpreted capacity as 

a kind of collective, generalized characteristic of 

resources (Abalkin, 1987).

Linguistically, the definition of “budget 

capacity” assumes a probabilistic character, whereas 

the budget is a very real result of budget capacity 

implementation, that is, realized budget capacity, 

when budget revenues become the result of 

formation, and budget expenditures become the 

result of use.

Second, budget capacity is considered within the 

framework of individual stages of its imple-

mentation, most often at the stage of formation.

The fact that budget capacity is a dynamic 

category does not require proof; and over time, 

along with the development of society and economy, 

certain types of non-obvious reserves can move 

into the category of known but unrealized reserves, 

and unrealized reserves into budget resources. 
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Since budget capacity is associated with the time 

parameter, many researchers consider individual 

stages in the implementation of budget capacity. 

At the same time, scientific works often lack the 

interconnectedness of the stages of its formation and 

use. We agree with Doctor of Sciences (Economics) 

I.V. Sugarova, who points out that “budget capacity 

should not be considered only from the perspective 

of revenue generation; it is important to take into 

account the possibilities of rational allocation 

of revenues and their distribution in such a way 

as to meet the current needs of society, ensure 

the realization of strategic interests of the state, 

the growth of technological, capital and human 

potential for the future” (Sugarova, 2016).

In our opinion, it is advisable to study budget 

capacity as a category that is cyclical in the key 

stages of its implementation (the stage of formation 

and the stage of use). At the same time, increasing 

the efficiency of the formation and use of budget 

capacity leads to its growth. The cyclical nature 

of the stages does not mean zeroing, but involves 

the transformation of stimuli and constraints of 

the external and internal environment. Therefore, 

implementing budget capacity is not the end result 

of public administration. This leads to a third 

controversial issue.

Third, there is no common understanding 

among scientists concerning the final result of 

implementing budget capacity. In our opinion, it is 

not entirely accurate to talk about the realization of 

budget capacity as the final result, since one needs 

to know what resources and reserves are required 

for. Some studies, consider expenditure financing as 

such a result. In our opinion, the realization of the 

region’s budget capacity contributes to improving 

the quality of public services, development of 

human capital, growth of investments in national 

production, promotion of innovation, increase in 

domestic consumer demand, and development of 

economic sectors, which leads to stimulating the 

region’s socio-economic development. From this, 

we determine that the final result of implementing 

budget capacity should be to promote the region’s 

socio-economic development in order to ensure a 

decent quality of life and standard of living for the 

population.

In turn, the realization of budget capacity is 

influenced by a whole range of factors, the study of 

which becomes a necessary methodological task. 

Having reviewed the relevant economic literature, 

we identified a number of opinions on the factors 

promoting the implementation of budget capacity. 

All the points of view studied in the economic 

literature reasonably indicate that the realization 

of budget capacity depends on the stimulating 

and restrictive effects of the external and internal 

environment. In our opinion, this corresponds to 

the probabilistic nature of the essence of budget 

capacity.

As a result of generalization of external and 

internal, main and secondary factors identified in 

domestic and foreign studies, it is possible to present 

a triad of conditions for the realization of budget 

capacity:

1)  availability and development of the resource 

base (natural and climatic conditions, resource and 

raw material base, economic structure, demographic 

and historical features, etc.);

2)  stability and flexibility under market 

conditions (inflation rate, exchange rate, etc.);

3)  institutional effectiveness (regulatory 

framework, development institutions, etc.).

Fourth, scientific literature, as well as regulatory 

documents, often takes into account problems 

related only to tax capacity rather than budget 

capacity.

Agreeing with the importance of in-depth 

research on tax potential, we emphasize that, in 

our opinion, the category of budget capacity helps 

to expand the possibilities of state influence on the 

social and economic development of the country 
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and its regions. Doctor of Sciences (Economics), 

Professor L.N. Lykova convincingly proves the 

necessity to study not only the tax capacity of 

the regions of the Russian Federation due to the 

fact that not all financial resources become fully 

or partially taxable (Lykova, 2008). The Budget 

Code of the Russian Federation establishes the 

principles of completeness of revenues reflection 

and budget balance, which mean that expenditures 

correspond not only to tax revenues, but also to the 

total amount of revenues1. Thus, according to our 

position, budget capacity is the most comprehensive 

and adequate category from the point of view of 

solving the problem of promoting socio-economic 

development in the regions, whereas tax capacity  

is one of its components.

Fifth, so far there is no consensus on the essence 

of budget capacity.

The definition of “budget capacity” is often 

used in modern budget practice; however, Russian 

legislation does not disclose its essence and 

considers only the tax capacity index2. The lack of 

a legally fixed definition of this term has prompted 

many researchers to define its meaning in their own 

way and look at it from different positions (from the 

position of resources, opportunities, or the result of 

fiscal relations).

The variety of characteristics of the essence of 

budget capacity creates inaccuracies in under-

standing its nature and methods of its imple-

mentation, as well as limits the possibilities of 

conducting comparative studies.

Studying the evolution and modern inter-

pretation of the term in question contributed to  

our critical understanding and systematization  

of existing approaches (Tab. 1).

1 Budget Code of the Russian Federation 145-FZ, dated July 31, 1998 (Article 32. The principle of completeness of the 
reflection of revenues, expenditures and sources of financing budget deficits; Article 33. The principle of budget balance).

2 For example, in the RF Budget Code, in RF Government Resolution 670, dated November 22, 2004 “On the distribution 
of subsidies for equalizing the budget provision of constituent entities of the Russian Federation”.

Table 1. Systematization of approaches to the definition of the term “budget capacity”

Approach Researchers Definition of budget capacity

Resource-based

M.V. Vladyka, S.V. Zenchenko,  
Zh.G. Golodova, A.N. Indutenko, O.S. Kirillova, 

Zh.A. Mingaleva, N.P. Pazdnikova,  
L.D. Sanginova, Yu.N. Severina, A.V. Sidorovich, 

Ph. Mehrtens, L. Haffert 

The set of financial resources that are accumulated over a 
certain period in a particular budget to address the tasks 
of the state

Fiscal 
V.A. Vorob’eva, Yu.A. Petrov, S. Barro,  
L. Jameson Boex, J. Martinez-Vazquez

The ability of the economic system itself, as well as 
government and self-government bodies, to increase 
budget revenues at various levels

Institutional 
F.F. Khanafeev, N.I. Yashina, S.N. Yashin,  

E.V. Poyushcheva
A set of various conditions that contribute to the formation 
of an optimal size of budget revenues

Expenditure-based O.A. Grishanova, I.N. Shvetsova, T.A. Naidenova The amount of maximum budget expenditures

Imperative 
N.A. Tolkacheva, L.V. Afanas’eva,  

T.Yu. Tkacheva
The result of budget and tax relations forming a complex 
system of economic indicators

Sources: own compilation based on own analysis; (Pechenskaya, 2018a).
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We believe that each of these approaches is 

possible, but each represents a narrow interpretation 

of the region’s budget capacity. At the same time, 

research into the formation and use of budget 

capacity should be carried out from a position 

that mainly links it with the task of promoting 

the regions’ socio-economic development and 

integrates its fiscal, institutional and resource 

features.

As a result of the study, we conclude that the 

region’s budget capacity is a set of realized (created 

and attracted) budget resources and unrealized and 

non-obvious reserves that are formed, used and 

developing under the influence of external and 

internal constraints and incentives. The discussion 

issues that have been studied and our substantiated 

solutions are given in Table 2.

Thus, the analysis demonstrated the existence of 

flaws in the methodological research on the essence 

of budget capacity, which proves the need to create 

a fundamentally new theoretical and methodological 

approach – an integrative one, which differs from 

the existing ones by substantiating the structure 

and stages of realization of budget capacity. To do 

this, first of all, it is advisable to explore the issue 

of the evolution of conceptual views on the role 

of the region’s budget capacity in socio-economic 

development.

Substantiation of the theoretical and 

methodological approach to the formation and use of 

the region’s budget capacity 

For an in-depth study of the essence of budget 

capacity, it is expedient to choose the most 

constructive research tools. Foreign and Russian 

scientists have convincingly proved that structural-

functional and systems approaches are leading in the 

analysis of dynamism, non-linearity and structural 

complexity of economic processes.

Budget capacity, like financial capacity, is a 

complex category consisting of an ordered set  

of interrelated components. In this regard, the 

disclosure of the essence of budget capacity is 

possible when there is a detailed understanding  

of its structure.

Table 2. Substantiation of our position on the key discussion issues of the content of budget capacity

No. Discussion issue Substantiation of our position

1
Are the terms “resource”, “opportunities”, 
“reserves”, “capacity”, “budget” and 
“budget capacity” identical?

We consider budget capacity as a set of realized budget resources and reserves 
(potential opportunities). Budget capacity is a probabilistic category; budget is 
the actual result of budget capacity implementation.

2.

How the time factor can be taken into 
account when studying budget capacity in 
a cyclical budget process?

Budget capacity should be considered as a category that assumes the cyclical 
nature of the key stages of its implementation: the stage of formation and the 
stage of use. At the same time, increasing the efficiency of the formation and use 
of budget capacity leads to its growth.

3.
Why is it necessary to realize the region’s 
budget capacity?

To stimulate the region’s socio-economic development as a favorable condition 
for ensuring decent quality of life and standard of living, as well as personal 
development of an individual.

4.
What kind of the region’s capacity should 
be analyzed: budget or tax?

Budget capacity is wider than tax capacity; this fact expands the possibilities for 
promoting socio-economic development in the regions.

5.

Which approach to the study of the essence 
of budget capacity best corresponds to 
the task of promoting the region’s socio-
economic development?

A comprehensive (integrative) approach to research is needed, which will 
link budget capacity with the task of stimulating the region’s socio-economic 
development and take into account its resource-based, institutional and fiscal 
components.

Sources: own compilation based on own analysis; (Pechenskaya, 2018a).
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A review of economic literature allowed us to 

reveal the ambiguity of understanding the structure 

of the region’s budget capacity. In some works it 

consisted of tax and non-tax revenues (for example, 

Naidenova, Shvetsova, 2013), other experts added 

gratuitous receipts (for example, Borovikova, 2008). 

Some studies included an institutional aspect in 

the structure of the regions’ budget capacity. For 

example, P. Maior points out that when providing 

public services to the population, it is necessary to 

take into account the full potential of the territory, 

that is, distributed funds, equity and the regulatory 

system (Maior, 2009).

In our opinion, these provisions are not 

complete enough, because they exclude the budget 

capacity attracted on a reimbursable basis and take 

into account only gratuitous receipts involved in 

economic turnover, without considering their 

growth reserves. In our opinion, when conducting 

a comprehensive study of the structure of budget 

capacity, it is necessary to adhere to the structure 

of the budget system and arrange the types of 

budget capacity identified in numerous scientific 

sources into a single classification (Ilyin et al., 2018; 

Pechenskaya, 2015; Pechenskaya-Polishchuk, 2022; 

Tkacheva, 2014; Yutkina, 2011; Friederich et al., 

2004; Garmann, 2015; Haffert, Mehrtens, 2013; 

Martinez-Vazquez, Boex, 1997; Slack, 2009).

We have identified nine key features of budget 

capacity indicated in the economic literature: 1) 

method of formation (own and redistributable 

budget capacities); 2) time feature (strategic, tactical, 

retrospective); 3) increment value (resource, achie-

ved, incremented); 4) development stage (emerging, 

in use, reproductive); 5) degree of implementation 

(possible, real); 6) impact on the budget system 

(revenue, expenditure, regulatory, institutional); 

7) degree of useful application (basic, hidden, 

excessive, idle); 8) territorial feature (regional, 

local); 9) dependence on reproductive capabilities 

(current, accumulated)3.

3 For more details, see (Pechenskaya, 2018b).

At the same time, the systematization has shown 

that the existing types miss the maximum possible 

level of budget capacity achieved when taking into 

account all budget resources and reserves in order to 

ensure the region’s socio-economic development. 

At the same time, the maximum achievable budget 

capacity will be understood as a combination of 

three components – implemented, reserve and 

hidden budget capacities. The implemented budget 

capacity consists of budget resources created 

as a result of economic activity and attracted on 

a gratuitous and reimbursable basis. Reserve 

budget capacity means unrealized reserves of 

budget capacity growth. Hidden budget capacity 

corresponds to the non-obvious reserves of budget 

capacity growth.

According to the classifications we can find in 

scientific literature, budget capacity is a providing 

type of socio-economic capacity and occupies a 

leading place in its structure (Balatsky et al., 2006; 

Vinogradova, Lomovtseva, 2013; Golodova, 2009; 

Golodova, 2010; Zenchenko, 2008; Kolomniets, 

Novikova, 2000; Lykova, 2008; Men’kova, 2008; 

Mingaleva, Pazdnikova, 2007; Repchenko, Fokina, 

2007; Sabitova, 2003; Tkacheva, 2014; Shalmuev, 

2006). Therefore, we believe that the basis for the 

formation of budget capacity is socio-economic 

capacity, and the superstructure is the subsequent 

fiscal regulation.

We substantiate our position regarding  

the consistent and multi-layered formation  

of the maximum achievable level of budget  

capacity with the help of graphical visualization  

(Fig. 1).

It is possible to graphically represent, with some 

degree of conditionality, the formation of the 

region’s budget capacity depending on the amount 

of resources (created and attracted) and reserves of 

the i-th region (Y axis) and a set of various external 

and internal capabilities (X axis) (Pechenskaya, 

2018b).
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The economic rationale for the graphical 

comparison is as follows: under the influence of 

external and internal constraints and incentives X 

of the i-th region, budgetary resources and reserves 

Y are formed.

The result of the region’s economic activity and 

the reserves of its growth lead to the formation of tax 

capacity, which is the figure Y
-1

Y
1
ВА. Taking into 

account the budget federalism model, the existence 

of fixed taxes remaining at the disposal of sub-

federal government bodies, and regulatory taxes 

that are distributed at budget levels, we divide tax 

capacity into the tax capacity of the region ОY
1
ВХ

1 

and the conditionally named tax capacity of the 

federation. The figure Y
-1

ОХ
1
А characterizes the 

entire volume of the tax and non-tax capacity of 

the federation.

The composite figure Y
-1

Y
2
СХ

2
Х

1
А represents 

the entire volume of economic (created) budget 

capacity (tax capacity and non-tax capacity), i.e. 

formed directly from the economic activity of the 

i-th region.

The figure ОY
2
СХ

2
 characterizes own budget 

capacity, including tax and non-tax capacity of the 

i-th region.

Taking into account the budget capacities 

attracted on a gratuitous and reimbursable basis in 

the figure ОY
4
ЕХ

4
 the level of budget capacity of the 

i-th region becomes the highest according to 

the proposed integrative approach (maximum 

achievable budget capacity).

Therefore, it is advisable to supplement the 

classification of types of budget capacity with three 

more features (Tab. 3).

Feature 10 – according to the degree of 

implementation (realized, reserve, hidden budget 

capacity) – components of budget capacity.

Feature 11 – depending on the sphere of forma-

tion (tax sphere, non-tax sphere, and attrac tion 

sphere) – basic sub-components of budget capacity.

Feature 12 – according to the extent of aggre-

gation of basic sub-components – own, attracted, 

maximum achievable, maximum achieved budget 

capacities.

Figure 1.  Sequence in which the subcomponents of the region’s budget capacity are formed

Source: own elaboration.
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Table 3. Own addition to the types of budget capacity

Type Characteristics 

Feature 10. According to the degree of implementation (components of budget capacity in the framework of the integrative  
approach we put forward)

Realized budget capacity Gratuitous and reimbursable budget resources created in the course of the region’s 
economic activity and attracted to the region

Reserve budget capacity The same as the unrealized reserves of budget capacity growth

Hidden budget capacity Corresponds to the non-obvious reserves of budget capacity growth

Feature 11. Depending on the sphere of formation (basic sub-components of budget capacity in the framework of the integrative 
approach we put forward)

Ta
x 

sp
he

re
 

Tax capacity The totality of the actual and possible results of the economic activities of the region’s 
subjects of economic relations, expressed in the form of tax resources and reserves

Tax capacity of the federation The totality of the actual and possible results of the economic activities of the region’s 
subjects of economic relations, expressed in the form of tax resources and reserves 
to be transferred the budget of a higher level, according to the current model of fiscal 
federalism

Tax capacity of the region The totality of the actual and possible results of the economic activities of the region’s 
subjects of economic relations, expressed in the form of tax resources and reserves 
to be transferred to the budget of the current level; the difference between tax capacity 
and tax capacity of the federation

N
on

-t
ax

 s
ph

er
e

Non-tax capacity
The totality of receipts and reserves for the growth of non-tax revenues obtained in 
the territory

Non-tax capacity of the federation
The totality of receipts and reserves for the growth of non-tax revenues to be 
transferred to the budget of a higher level

Non-tax capacity of the region
The totality of receipts and reserves for the growth of non-tax revenues to be 
transferred to the budget of the current level; the difference between non-tax capacity 
and non-tax capacity of the federation

At
tra

ct
io

n 
sp

he
re

Budget capacity attracted on a gratuitous 
basis

The amount of gratuitous receipts that has already been attracted and can be attracted 
from a higher-level budget

Budget capacity attracted on a 
reimbursable basis

The amount of borrowed resources that are attracted and can be attracted on the 
principles of urgency, payment, repayment

Feature 12. According to the extent of aggregation of basic sub-components (aggregated sub-components of budget capacity  
in the framework of the integrative approach we put forward)

Own budget capacity of the region The totality of tax and non-tax capacities used

Attracted budget capacity of the region The totality of budget capacities attracted on a gratuitous and reimbursable basis

Maximum achieved budget capacity of the 
region

The combination of realized own budget capacity and attracted budget capacity

Maximum achievable budget capacity of the 
region

The combination of reserve and hidden own budget capacity and attracted budget 
capacity

Source: own elaboration.
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The features that supplemented the classi-

fication of types of budget capacity allowed us to 

reveal its structure in detail. At the same time, the 

sequence of formation of the region’s maximum 

achievable budget capacity is reflected with the help 

of a conceptual model (Fig. 2).

This model is valid for each component of the 

region’s budget capacity (realized, reserve, hidden), 

since reserves can be found in any of the identified 

sub-components.

Thus, we have revealed that the achieved level of 

the region’s budget capacity means the result that 

was obtained for a specific period of time and that 

consists in combining economic activities 

created in the region and budget resources 

attracted to the region, the realization of reserves 

(potential opportunities) taking into account the 

synergetic effect proceeding from the interaction 

of components and sub-components under the 

influence of incentives and constraints of the 

external and internal environment.

The above arguments form the basis of a 

fundamentally new integrative approach. Our own 

understanding of the implementation of the  

region’s budget capacity, taking into account 

the stages of formation and use, according to 

the developed integrative approach, is presented  

in Figure 3.

Figure 2. Conceptual model for the formation of the region’s maximum achievable, 
maximum achieved budget capacity (BC) from its sub-components

* The tax/non-tax capacity of the federation is the part of the tax/non-tax capacity that goes to the budget of a higher level, 
according to the current model of budget federalism.

Basic sub-components are highlighted in italics; aggregated sub-components are given in bold.

Source: own elaboration.
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Figure 3. Conceptual provisions for the implementation of budget capacity 
according to the proposed integrative approach
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For this reason, the work will focus on realized budget capacity and on the implementation of reserve budget capacity.

Source: own elaboration.
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The region’s realized budget capacity is quite 

amenable to mathematical calculation, that is, it 

can be quantified. As for reserve budget capacity, it 

is possible to determine only its level, which requires 

an estimated methodological toolkit that takes into 

account the absolute and relative, quantitative and 

qualitative characteristics of the budget capacity 

structure, as well as the synergetic effect resulting 

from the interaction of components and sub-

components.

A quantitative example of the consistent 

formation of the maximum achieved level of the 

region’s budget capacity can be given in terms of 

budget resources involved in economic turnover 

(Tab. 4).

The proposed approach we have designed does 

not contradict the existing theory and methodology, 

but develops them by increasing attention to the 

structure of budget capacity, conditions and stages 

of its implementation in the context of ensuring the 

region’s socio-economic development.

Thus, based on the systematization of relevant 

foreign and Russian scientific works and our own 

research findings, we have substantiated four key 

conceptual provisions that reveal the proposed 

integrative approach to the formation and use of 

the region’s budget capacity.

The first provision of the integrative approach is 

“Conditions for the realization of budget capacity”. 

The triad of key development conditions is as 

Table 4. The sequence of formation of the region’s maximum achieved budget 
capacity in terms of created and attracted budget resourcesв
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1 2 3 4 5 6 7 8 9 10 11 12 13

Data source 
/ calculation 
formula

FTS FT
Column 3 

/ col. 2
FTS FT

Col. 3 + 
col. 9

FT MF
Col. 10 

+ col. 11 
+ col. 12

Measurement 
unit 

Billion rubles % % of col. 2 Billion rubles

Russian 
Federation

20737.8 7180.1 34.6 90.4 5.3 1.3 3.0 742.2 7922.3 4102.7 2496.0 14521.0

NWFD 2492.9 884.8 35.5 90.5 5.5 0.9 3.1 68.8 953.6 363.9 282.9 1600.4

Vologda 
Region

77.2 45.6 59.1 76.2 16.3 2.6 5.0 4.9 50.5 36.3 15.7 102.5

Notes: FTS – according to the Federal Tax Service of the Russian Federation, FT – according to the Federal Treasury of the Russian 
Federation, MF – according to the Ministry of Finance of the Russian Federation.
Source: own calculations using the reports of the RF Federal Treasury, RF Ministry of Finance, RF Federal Tax Service for 2020.
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follows: 1) availability and development of the 

resource base (natural and climatic conditions, 

resource and raw material base, economic structure, 

demographic characteristics, etc.); 2) stability 

and flexibility under market conditions (inflation 

rate, exchange rate, etc.); 3) institutions of imple-

mentation and development, whose activities are 

aimed at effective management of the natural 

resource and socio-economic base of the territory 

in a dynamic environment (regulatory framework, 

tools, mechanisms, etc.).

The second provision is “Structure of budget 

capacity”:

– in order to take into account all budget 

resources and reserves in stimulating the regions’ 

socio-economic development, the definition of 

“maximum achievable budget capacity” is 

introduced, which is a combination of realized, 

reserve and hidden budget capacities;

–  realized budget capacity consists of budget 

resources created as a result of economic activity 

and attracted on a gratuitous and reimbursable 

basis; reserve budget capacity is identical to 

unrealized reserves of budget capacity growth; 

hidden budget capacity corresponds to non-obvious 

reserves of budget capacity;

–  each component of budget capacity consists 

of basic sub-components: tax capacity, non-tax 

capacity, budget capacity attracted on a gratuitous 

basis, and budget capacity attracted on a reim-

bursable basis.

The third provision is “Stages of realization of 

budget capacity”:

–  realization of budget capacity is cyclical and 

dynamic; over time, as society and economy are 

developing, certain types of non-obvious reserves 

may move into the category of known but unrealized 

reserves, and unrealized reserves – into budget 

resources;

–  the stage of budget capacity formation 

involves mobilization of budget resources and 

maximum realization of their reserves;

–  the most complete category is “maximum 

achievable budget capacity”; realized budget 

capacity is defined by the term “maximum achieved 

budget capacity” as a combination of budget 

revenues, budget expenditures, and sources of 

financing budget deficit;

–  the stage of use is characterized by the 

choice of priorities and the implementation of 

budget financing of socio-economic development; 

therefore, the use of reserve and hidden budget 

capacity is impossible; consequently, only realized 

budget capacity is used.

The fourth provision is “Result of the budget 

capacity realization”:

–  increasing the effectiveness of forming and 

using budget capacity leads to its fullest realiza - 

tion;

–  realization of budget capacity contributes to 

stimulating regions’ socio-economic development 

by improving the quality of public services and 

human capital development, increasing investments 

in national production, promoting innovation, 

enhancing domestic consumer demand, developing 

economic sectors and increasing profitability.

The substantiated provisions of the integrative 

approach to the formation and use of the region’s 

budget capacity allowed us:

1)  to point out the relevance of the role of 

budget capacity as an important factor in promoting 

the region’s socio-economic development in 

modern conditions and in current economic 

realities;

2)  to identify the components, basic and 

aggregated sub-components of the region’s budget 

capacity;

3)  to reveal the conditions for realizing the 

region’s budget capacity;

4)  to substantiate the interconnectedness and 

cyclical nature of the stages of formation and use of 

the region’s budget capacity that can be realized to 

the fullest extent when the effectiveness of these 

stages is enhanced;
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5)  to expand the classification of the types of the 

region’s budget capacity according to three criteria: 

degree of implementation; sphere of formation;  

extent of aggregation of basic sub-components;

6)  to reflect the integration of various features 

describing the essence of the region’s budget 

capacity:

–  resource-based, as a set of created and 

attracted budget resources;

–  fiscal as the ability to achieve the maximum 

level so as to promote socio-economic development 

in regions;

–  institutional as a set of development con-

ditions.

Conclusion

In the course of the research we obtained the 

following scientific results.

1.  We showed the most important place and 

significant role of budget capacity in ensuring socio-

economic development of regions in a dynamic 

external and internal environment.

2.  We created a fundamentally new integrative 

theoretical and methodological approach to the 

formation and use (realization) of budget capacity, 

substantiating and revealing its structure, 

conditions and implementation stages. According 

to the integrative approach, budget capacity is a 

set of not only created, but also gratuitously / 

reimbursably attracted budget resources, as well as 

reserves that can be realized under the influence 

of external / internal constraints and incentives. 

Our own integrative approach most fully resolves 

the identified controversial issues of methodology 

for the formation and use of the region’s budget 

capacity. Applying the proposed approach in the 

practice of public administration helps to take a 

new look at the possibilities and directions of 

implementing the state fiscal policy in the face of 

growing negative external influences and large-

scale long-term national goals. Achieving this 

seems difficult without revising the system of state 

management of economic processes.

3.  We introduced the terms “maximum achie-

vable budget capacity” and “maximum achieved 

budget capacity” and substantiated a conceptual 

model for their formation.
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