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TAX INCENTIVES AS A FACTOR
OF EFFECTIVE DEVELOPMENT
OF DOMESTIC TOURISM
INDUSTRY IN RUSSIA!

Abstract

In the recent period, of significant importance is the topic of ensuring national
security, which is based, in particular, on the possibilities of existence of economic
systems under the conditions of isolation, the maximum use of one’s own inter-
nal resources to ensure import substitution. One of the types of such resources
is recreational resources, which can be of interest both for the country’s citizens
and foreign citizens. However, a significant impact of geopolitical problems on
the development of the tourism industry makes it possible to effectively calculate
and most objectively forecast revenues only from its internal component. In this
regard, the problem of development of the domestic tourism industry is becom-
ing increasingly relevant with a view to making a positive impact of the sector’s
development on the welfare of the state as a whole and the creation of a favorable
social climate for citizens. This article, on the basis of the methods of theoretical
and empirical research, studies the peculiarities of development of the domestic
tourism industry in Russia and examines the need in tax incentives for its effective
development. Based on the analysis of the current state of the domestic tourism
industry in Russia, the authors propose a division of the subjects of the tourism
market, which are targeted by tax incentives, a new system for classifying domestic
enterprises indicating the basic requirements and conditions for obtaining support,
as well as specific measures of organizational and fiscal provisions for the growth
of the domestic tourism market.

Keywords economy, tourism, domestic tourism, taxes, tax
incentives
JEL Classification 183, H21

INTRODUCTION

Problem statement. Tourism is one of the most promising and profit-
able sectors of the economy, while the tourism industry, as a branch
of the national economy, has a huge impact on the indicators of the
welfare and prosperity of the country both economically and socially.
The key problem of development of the domestic tourism industry in
Russia is related to the lack of incentives for the market participants,
mainly related to economic and taxation fields, which make this
sphere unprofitable from the point of view of investments and obtain-
ing of a stable and high entrepreneurial income and, as a consequence,
of the growth of its share in the country’s GDP.

1 The article was prepared within the framework of realization of the grant of the President
of the Russian Federation for the state support of young Russian scientists Ph.D. MK-
937.2017.6 on the topic “Development of measures of tax incentives and accounting
provisions for the development of the domestic tourism industry in Russia”
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Analysis of the recent research and publications.
The issues of the economy and state regulation of
tourism were studied by the leading foreign and
national scientists: E. Inskeep (1997), J. Tribe
(2011), N. Vanhove (2010), S.Bystrov (2016),
E. Dmitrieva (2010) and V. Yanyushkin (2012).

E. Inskeep thought that the importance of effec-
tive tourism planning in ensuring economic ben-
efit and sustainability is now widely recognized.
His work introduces concepts of national and re-
gional tourism planning and looks at the basic ap-
proaches, techniques and principles applied at this
level. Tourism must be developed and managed in
a controlled, integrated and sustainable manner
(Inskeep, 1997).

J. Tribe’s edition is particularly overshadowed by
the (near) global recession and its effect on recre-
ation, leisure and tourism. The author agrees that
it is impossible to predict the economic conditions
that will prevail in the year when or the region
where this book will be read. But it is important to
understand what has happened over the course of
economic business cycles to prepare for what may
happen in the future. The important key topics of
the book include: what are the economic impacts
of leisure and tourism or how can economics be
used to manage leisure and tourism? (Tribe, 2011).

N. Vanhove’s book provides a succinct guide
to the economic aspects of tourism for students
and practitioners alike to decipher the methods
of measurement of supply, demand, trends and
impacts.In nine chapters the author gives the
economic characteristic of the tourism sector, to
methods of measurement, tourism demand and
supply, impacts and forecasting all with the fo-
cus on tourism destinations. International case
studies are used throughout including tourism
surveys in the UK and other European countries
(Vanhove, 2010).

S. Bystrov widely considers the importance of do-
mestic tourism for the socio-economic system of
the country and its regions. In his work, he exam-
ines the statistical data and the results of marketing
researches of the last years that give an idea of the
trends of development of domestic tourism in the
Russian Federation and analyze the mechanisms for
managing and coordinating the development of do-
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mestic tourism in the Russian Federation at the state
level (Bystrov, 2016).

E. Dmitrieva, in her scientific work, pays attention
to the role of state regulation in increasing the lev-
el of competitiveness of the tourist cluster with an
example of the Nizhny Novgorod region of Russia
(Dmitrieva, 2010).

V. Yanyushkin analyzes the financing of the tour-
ism sector, including within the framework of fed-
eral targeted programs, and their combined impact
on the development of the hotel services market in
Russia. He also makes a short assessment of the in-
fluence of the Olympic Games on the development
of the tourist cluster and its further effectiveness
(Yanyushkin, 2012).

Theoretical, methodological and applied questi-
ons of stimulation, including tax stimulation, of
entrepreneurial activity are reflected in the works
of S.Kask, T.Kull and K. Orru (2016), R. Wehrli,
H. Egli, M. Lutzenberger, D. Pfister, ]. Stettler (2012),
O. Kozmenko, O. Poluliakhova, O. Iastremska (2015),
O. Kaurova (2013), V. Krivoruchko (2011), A. Varva-
shtian (2011), Y. Markova (2011), D. Rotanova (2016)
and others.

S.Kask, T.Kull, K. Orru and also Roger Wehrli,
Hannes Egli, Martin Lutzenberger, Dieter Pfister,
Jirg Stettler made big researches in the field of sus-
tainable tourism. The goal of their studies to was
learn more about tourists’ understanding of sus-
tainable tourism and understanding of it by Russian
tourist managers. The empirical survey with over
6,000 respondents in eight countries identifies the
most relevant aspects of sustainable tourism from
the tourists’ perspective. The paper by S.Kask,
T. Kull, K. Orru adopts the concept of sustainable
tourism as defined in the United Nations guide for
sustainable strategy building. Sustainable tourism
is understood as ‘tourism that respects local people
and travellers, cultural heritage and the environ-
ment’. In order to develop a feasible strategy for sus-
tainable tourism planning it is vital to take into ac-
count the most important key components (Kask et
al., 2016; Wehrli et al., 2012).

The paper by O.Kozmenko, O.Poluliakhova,

O. Iastremska analyzes factors influencing the in-
vestment attractiveness of countries in the field of
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tourism. It distinguishes groups of countries with
different levels of investment attractiveness in the
tourism industry based on the cluster analysis. The
research’s result is a discriminant analysis, which
helps to build a model for evaluating the relation-
ship of indicators of tourism investment attractive-
ness of each of the selected clusters. It can be useful
for Russian regions too (Kozmenko et al., 2015).

O. Kaurova considers groups of measures that make it

possible to create economic conditions to attract large-
scale investments in the sphere of tourism and gives

them an investment assessment, as well as recommen-
dations on the introduction of changes into the Tax

Code of the Russian Federation (Kaurova, 2013).

V. Krivoruchko and A. Varvashtian describe pos-
sible approaches to improving the instruments of
the state regulation of tourism. They pay much at-
tention to identifying the problems of interaction
between economic entities and state structures in
terms of stimulating the development of the tour-
ist complex in the regions, with the proposal of spe-
cific methods and mechanisms for their solution
(Krivoruchko, Varvashtian, 2011).

Y. Markova believes that one of the main aspects,
which increases the flow of investments in the tour-
ist sector of the economy, is a state policy aimed to
strengthen tourism activity. In her opinion, posi-
tive changes for the Russian economy consist in the
creation of tourist and recreational zones with the
formation of links in them in the form of tourist
clusters as well as in the use of foreign experience
(Markova, 2011).
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D. Rotanova, M. Vasilyeva and N. Tarabayeva
examine the general issues of tax incentives for
entrepreneurial activities in Russia (Rotanova,
and et., 2016).

However, the problems of the development of do-
mestic tourism and the application of fiscal incen-
tives remain insufficiently developed and need to
be revised in view of changes in the domestic and
world economies.

Goal of the research is to propose concrete mea-
sures of tax stimulation of the domestic tourism
industry in Russia to ensure a significant positive
growth of the domestic tourist market in the cur-
rent economic conditions.

1. THE MAIN RESULTS
OF THE STUDY

The effective development of domestic tourism is
of great importance for the Russian Federation,
which has a huge natural, climatic, historical
and cultural-cognitive potential. According to
the strategy for the development of tourism in
the Russian Federation for the period until 2020
(Rasporiazhenie Pravitelstva...), the main task is
the development and maximum realization of
such tourism in Russia, which is regarded as a sig-
nificant source of financial revenues for budgets of
different levels.

Figure 1 shows the dynamics of outbound tourism
of the Russian citizens and domestic tourist flows.

2011 2012 2013 2014 2015

domestic tourism

Figure 1. Dynamics of outbound tourism of the Russian citizens and domestic tourist flows over
the past 10 years, min. people, according to the data (Ofitsialnaya statistika...)
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Table 1. Indicators of activities of tourist organizations in Russia, according to the data (Ofitsialnaya

statistika ...)
e re 1 Unit of ‘
Statistical indicators . measurement 2014 : 2015
Number of organ|zat|ons Unlt ; 2 823 2 789
Average number of employees People 1 043 285 1 273 741
) 'Average number of employees (without p'a‘r‘t‘—time workers and A B o
_employees, who performed their work under civil law contracts)  People 1 957730 1191740
Average monthly accrued wages of employees Rubles : 37 713 40 044
Turnover Bln. Rubles 1 549,8
Investments |nto f|xed assets . Rubles 231,3

Revenues (excludmg VAT, exases and 5|m|lar compulsory payments)

Prof|ts

Losses

. Rubles

Balanced f|nanC|al result (proflts minus losses)

Number of prof|tab|e organizations

Number of unprofltable organizations

Avarlablllty of flxed assets at book value at the end of the year

Avallablllty of flxed assets at re5|dua| book value at the end of the year

Putting new flxed assets into operation (yearly value of the |nd|cator)

'..Rubles 13,0
B|n Rub|es349/7
E..Bln RUb|e5255/8
...Bln RUb|e597/2

Degree of depreoatlon of flxed assets at the end of the year

Per Cent

Putting new hotels into operation

Putting into operat|on of alternative means of accommodation for

tourists (sanatoria, rest homes, tourist bases, motels, campsites)

The presented dynamics shows that in the recent
years, in the Russian Federation, considerable at-
tention has been paid to the state policy in the
sphere of domestic tourism. However, with quite
impressive growth rates (more than 16 per cent
over the last 3 years) of the domestic tourist flows,
it is worth noting that in comparison with for-
eign countries (in the USA up to 80 per cent of
the population travels inside the country), this
indicator remains low (Bystrov, 2016).

Some indicators of activity of the tourism in-
dustry organizations in Russia are presented in
Table 1.

According to the information presented at the of-
ficial press conference of the Executive Director
of the Association of Tour Operators of Russia
Maya Lomidze on the topic: “The Tourist Industry
of Russia: the results of 2016 and the prospects
for 20177, the money spent on outbound trips by
Russian citizens in the period from 2015 to 2016
fell by 24 per cent (from 4,3 million US dollars to
3,2 million US dollars, respectively), on the other
hand, there was a significantly increase by 88 per
cent of the expenditures on domestic destinations —

from 5,5 million US dollars in 2015 to 10,5 million
US dollars in 2016 (Press-konferetsiya ispolnitel-
nogo direktora Assotsiatsii ...).

Estimation of the demand for services in the
sphere of domestic tourism in Russia for the last 4
years is shown in Table 2.

Table 2. Percentage of demand and its quarterly
changes for the services of domestic tourism
according to the survey of organizations engaged
in tourism activities, according to the data
(Ofitsialnaya statistika ...)

N bRallting

o alance

Quarters : Increase change Decrease (increase—
decrease)

2013

lquarter | 8 55 37 -29

Il quarter 36 49 15 21

Il quarter 38 47 15 23

IV quarter - 18 50 32 14

93



Problems and Perspectives in Management, Volume 15, Issue 2, 2017

Table 2 (cont). Percentage of demand and its
quarterly changes for the services of domestic
tourism according to the survey of organizations
engaged in tourism activities, according to the
data (Ofitsialnaya statistika ...)

: : : ¢ Rating
Quarters Increase chr:r?ge Decrease %(ilr)ﬁ:lr?er;(;%—
: : : i decrease)
2014
| quarter 1" 57 32 21
Il quarter 29 49 22 7
Il quarter ;| 32 49 19 13
IV quarter 18 : 41 : 41 -23
2015
| quarter 1l 42 V 47 -36
Il quarter 29 45 26 3
Il quarter § 34 36 30 4
IV quarter : 16 : 32 : 52 -36
2016
I quarter 13 32 55 —42
Il quarter 35 32 33 2
Il quarter 36 42 22 14
IV quarter 14 39 V 47 V -33

It should be noted that there is some similarity be-
tween Russia and such leading tourist countries
as the United States and China regarding their at-
tractiveness for tourists characterized by favorable
geographical location, large territory, natural and
climatic diversity, many monuments of historical
and cultural significance.

The USA occupies the first place in the world
regarding the revenues obtained from tourism
(in 2014, 177,2 billion US dollars). Tourism in
the US not only amounts to 8 per cent of GDP,
but also provides jobs for about 10 per cent of
the entire workforce. It is important to note that
the biggest share of revenues (up to 80 per cent)
is generated not by international tourism, but by
the domestic one. The share of domestic tour-
ism in the US is quite high. The most common
reasons for traveling inside the country include:
visiting relatives and friends, shopping, gastro-
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nomic trips, beach holidays and visits to nation-
al parks. Thus, the US economy is much more
tied to domestic tourism than to the out bound
one.

Thus, the US economy is more dependent on
the domestic tourism than the out bound one
(Vnutrenniy turizm kak ...).

The efficiency of the domestic tourism industry
in the US is ensured by the country’s high level
of development, rich recreational resources, suc-
cessful state policy in the field of tourism and
the high level of entrepreneurial spirit of pri-
vate capital. Despite insignificant financing of
tourism from the state budget, its effective de-
velopment is determined by the positive influ-
ence of socially responsible small and medium-
sized businesses (small travel agencies, family
motels, campsites and catering establishments,
eco-farms for tourists, car rental firms, souve-
nir shops, art workshops, local tour operators,
etc.), which have not been properly developed
in Russia. At the same time, the development
of the domestic tourism industry is influenced
not so much by the federal as by state authori-
ties, which have extensive rights (in particular,
various forms of stimulation of small business
development in this sector). The shortcomings
include the absence of a clearly structured sys-
tem of federal regulation of the sector and the
mechanism for realizing its tax incentives.

The PRC (People’s Republic of China) is one of
the world’s top three leaders in revenues from
the tourism industry. The share of tourism in the
formation of GDP is about 10 per cent. Tourism
in China makes it possible to provide employ-
ment for about 10 per cent of the entire work-
force. At the same time, the share of domestic
tourism is more than 70 per cent (Vnutrenniy
turizm kak ...).

In China, unlike the United States, there is a
comprehensive system of state regulation in
the field of domestic tourism. Domestic tour-
ism is becoming increasingly popular in China.
Indicators of its growth have been steadily in-
creasing from year to year accompanied by con-
stant monitoring and stimulation from the state
(Ob opyte regulirovaniya razvitiya ...).



To ensure the growth of key indicators of the in-
dustry in China, the government of the country
carries out a number of activities:

« simplification of rules for accessing the
tourism services market, promotion of
internationalization of the Chinese tourist
companies and development of internation-
al cooperation in the field of tourism;

e harmonization of international and domes-
tic standards for the provision of tourism
services;

« improvement of domestic, international and
regional mechanisms of cooperation in the
field of tourism, establishment of intercon-
nected networks of information and service
provision to the industry;

« stimulation of charter flights for domestic
transportation;

o constant development of new domestic
tourist routes;

« stimulation of agrotourism, cognitive tour-
ism, social tourism (in particular, tourism
for elderly citizens);

« improvement of transport infrastructure, a
system for assessing creditworthiness on
the market, financial support for tourism
by the state, control over prices for entrance
tickets when visiting parks, cultural heri-
tage sites, etc.

The tax policy implemented in the PRC uses the
mechanisms of tax stimulation for the domestic
tourism industry by means of incentives for small
business entities when paying the following taxes:
corporate income tax, value added tax, etc.

Thus, the law clearly states that if a taxpayer oper-
ates in the tourism sector, the sum of revenues of
the tourist firm is a difference between the total
amount of revenues (including extra duties) mi-
nus the cost of tourist services paid to the host
tourist company, as well as the cost of accommo-
dation, meals, transport and entrance fees paid for
tourists to other organizations or individuals. Tax
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rates range according to the type of activity and
the category of an enterprise (for example, small
taxpayers), which makes it possible to ensure an
acceptable level of tax burden on the developing or
low profit businesses.

Indisputable positive aspects of the PRC’s policy
in the field of domestic tourism include a well-
coordinated system of state assistance, a clearly
defined list of tasks for long-term development
and effectively implemented mechanisms of tax
incentives.

In Russia, for many years, domestic tourism tradi-
tionally was not given proper attention until sig-
nificant changes in the conjuncture of the tourist
market took place.

In Russia, since 2013, it is the first time that the
share of tour operators engaged in domestic tour-
ism exceeds 50 per cent, however, the objective
factors of this situation include the reduction in
the quality of life of the population, the fall of the
national currency and, in the future, the closing
of the most popular destinations for outbound
tourism.

In order to attract private capital to domestic tour-
ism, state support and incentives are often required
(Inskeep, 1997). Since the state currently pays little
attention to tax incentives for domestic tourism in
Russia, taxation, in its current form, is a signifi-
cant deterrent to the development of the tourism
industry and requires revision of a number of
tools and the mechanism of its implementation.

The modern Russian state seeks to create the nec-
essary political and economic climate for success-
ful implementation of market mechanisms, which
can make it possible to regulate economic pro-
cesses in the country, to respond flexibly to the
dynamics of the global financial markets and to
properly represent the country on the global stage.
One of the most effective market mechanisms,
which have been firmly established in the theory
and practice of state influence on economic pro-
cesses, is taxation.

Taxes, being a part of the financial and economic

system, are a key element of state regulation of the
economy. Forming the country’s tax system, the
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TAX POLICY

realized through

FUNCTIONS OF TAXES

FISCAL DISTRIBUTIVE

Incentive Disincentive

aimed at supporting the
development of certain
industries, social
groups, economic
phenomena through the
implementation of a
system of benefits and
exemptions

SUBFUNCTIONS

aimed at establishing for individual taxpayers (through
special tax conditions) of economic barriers for their
functioning and development. Under the conditions of
economic sanctions, this can be, for example, increased
rates of taxes and duties, additional procedures for tax
registration, etc. (realization by the state of its
protectionist economic policy), establishment of a tax on
the export of capital, increased customs duties, etc.

CONTROL REGULATORY

Reproducing

aimed at
accumulating
(mobilizing) funds
for the renewal of
the used
resources and
maintaining them
on an optimal level

Figure 2. The functions of taxes through which an effective tax policy is realized

state pursues the goal of using it within the frame-
work of the implemented financial policy. In this
regard, it becomes a relatively independent sphere
- a tax policy, which is a complex of financial, eco-
nomic and legal measures of the state to create the
country’s taxation system for the financial pro-

vision of activities of the state and certain social
groups, for supporting sustainable development of
the country’s economy by means of distribution
and redistribution of financial and other resourc-
es. Realization of an effective tax policy is based
on interrelated functions of taxes (Figure 2).

[ Subjects of the tourism market ]

Tourism Accommodation Transport
[ TOURISTS} [ companies } [ facilities for tourists ] [ complex }
Tour
operators
— _

———

carry out their activity only (mainly)
in the field of internal tourism

—

are subject to tax incentives

stimulating legitimate actions in the economic,
social and other spheres

Figure 3. Subjects of the tourism market,
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Formation of tourist product

conclusion and execution of contracts
with the third parties that provide certain
services included in the tourist product
(hotels, carriers, guides, etc.)

l

Promotion of tourist product

a complex of measures aimed at
realizing the tourist product (advertising,
participation in specialized tourism
exhibitions, fairs, organization of tourist
information centers, catalogs, etc.)

l

Realization of tourist product

conclusion of an agreement about the
realization of a tourist product with a
tourist or other consumer of a tourist
product, as well as provision of tourist
services in accordance with this
agreement

Tour
perator

TOURIST

Figure 4. The main stages of creation
and bringing the tourist product to the final
consumer in Russia

In the modern conditions of functioning of the
national economy, which is subject to the im-
pact of crisis phenomena, sanctions and other
foreign policy threats, in addition to the fis-
cal function that realizes the main goal of the
tax — the formation of a state monetary fund by
withdrawing a share of the income of enterpris-
es and citizens to create material conditions for
the functioning of the state and the fulfillment
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of its own functions, the regulating function
and its stimulating subfunction become more
and more relevant.

The traditional sectors of the Russian econo-
my, which are stimulated by incentives of the
state’s tax policy on the federal and regional
levels, include agriculture, small and medium-
sized businesses, knowledge-based industries,
etc. However, the changed economic condi-
tions require from the state to pay attention to
other promising industries that need budgetary
support, tax privileges and preferences. In par-
ticular, domestic tourism is one of the sectors
that urgently need state support through tax in-
centives. Moreover, the foreign policy situation
has created all the prerequisites for taking ad-
vantage of the current favorable situation and
giving impetus to the stimulation and wide dis-
semination of domestic tourism.

Considering the main components of the tour-
ist product, which largely form its final value
for the end users, it seems expedient to divide
the subjects of the tourist market, which will
benefit from tax incentives, into the categories
shown in Figure 3.

One of the most vulnerable subjects of the tour-
ist market are tourism companies, which, in
our view, deserve particular attention under the
tough conditions of doing business observed in
recent years.

Tour operators and travel agents are mutually
complementary subjects of the tourist services
market, when the activity of a travel agent is im-
possible without interaction with a tour opera-
tor, but not vice versa. Therefore, the bringing
of a tourist product to the final consumer can
be schematically represented in the following
way (Figure 4).

To support enterprises operating in the field of
domestic tourism, it is expedient to establish
requirements regarding the share of revenues
from domestic tourism in their total revenues.
Table 3 gives a classification of domestic tourist
enterprises and requirements, the compliance
with which will enable them to receive state sup-
port in the form of tax incentives.

Q7



Problems and Perspectives in Management, Volume 15, Issue 2, 2017

Table 3. Classification of domestic tourism enterprises

Type of
N en c?rprise

Requirements and conditions for enterprises
to obtain tax incentives

i Accommodation
1 facilities
i for tourists

Carry out their activities and have state registration on the territory of the Russian Federation. Serve
the citizens of the Russian Federation by charging them up to 80 per cent of the fees established for

persons who do not have Russian citizenship or stateless persons. The revenues in the last financial

i year consist of the income from citizens of the Russian Federation (not less than 25 per cent) both

Food service
2 establishments
for tourists

Recreation
3 facilities
for tourists

Transport
4 provision
of tourists

Have state registration on the territory of the Russian Federation. Carry out flights to the cities in
Russia, or to the cities in Russia and abroad under the condition that at least 50 per cent of the
flights cover Russian cities. The revenues in the last financial year consist of the income (not less
than 25 per cent) from servicing passengers who are Russian citizens and carrying out flights within

5 Tour operators

6 Travel agents

i revenues in the last financial year consist of the income (not less than 50 per cent) from the sale of
i tourist products in the field of domestic tourism to Russian citizens

We will present the most significant (from the
point of view of the authors) measures of tax in-
centives for the designated categories of the tourist
market subjects in the context of domestic tour-

ism in Table 4.

1. For tourists:

of domestic tourism amounts to at least 50
per cent with subsequent reduction of the
rate by 1 per cent and with an increase in
the share by 10 per cent — up to 2 per cent
and 7 per cent, respectively.

3. For accommodation facilities:

introduction of a “recreational deduc-

tion” to reduce the tax burden on personal
income tax. The size of deduction is deter-
mined depending on the time of the year
of the tourist trip — 50 thousand Rubles in
the period from May 1 to September 30 and
100 thousand Rubles from 1 October to 30
April. Temporary differentiation will help to
balance the internal tourist flows reducing
the influence of seasonality in some areas
and popularizing new forms of recreation.

2. For tourist firms:

formation of a special tax regime, which
includes as objects of taxation “revenues in
the form of agency fees” at a rate of 5 per
cent for travel agents and “revenues minus

full exemption from property tax on the
property of legal entities and from land

tax on new accommodation facilities for a
period of 10 years from the moment of their
commissioning;

a 50 per cent reduction on transport tax
rates established in the region regarding the
vehicles used to service tourists.

4. For transport complex:

application of the VAT rate of 0 per cent

for domestic transportation of organized
groups of tourists by all types of transport;
a 50 per cent reduction on transport tax
rates established in the region regarding the
vehicles used to service tourists.

expenses” at a rate of 10 per cent for tour
operators, provided that the income from
the sale of the tourism product in the field

98

It is understood that these measures will be im-
plemented on a step-by-step basis with manda-
tory approbation within the framework of pilot



projects in the regions with tourist potential
(the most attractive destinations, but the least
developed in the tourist sense). First of all, this
will make it possible to evaluate the economic
effectiveness of implementation of measures
and adjust their parameters in such a way that
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they meet the requirements of the industry’s de-
velopment (increase in the internal tourist flows,
popularization of recreation within the coun-
try, restoration of competitive advantages) and
ensuring the profitability of the budgets of the

Russian Federation.

Table 4. Proposed measures of tax stimulation for subjects of the tourist market in the context of

domestic tourism

Legal acts, into which
amendments are
introduced

Agencies, which
are in charge of
this issue

Possible risks

Expected results

Recreational deductions from personal income tax. The size of deductions is determined depending on the time of the
i year of the tourist trip — 50 thousand Rubles in the period from May 1 to September 30 and 100 thousand Rubles from

i October 1 to April 30

Ministry of Finance
i of the Russian
i Federation

Tax Code of the Russian
i Federation (addition to
i Chapter 23)

i The risk of lack of demand for
¢ deductions from the taxpayer
i (low taxation culture). The risk
i of ambiguous interpretation of
i the law by the participants of

i tax relations. Additional state

i Methodical

¢ recommendations on the

i application of Chapter 23 of
i the Tax Code of the Russian
: Federation

¢ Federal Tax Service
i of the Russian
¢ Federation

. expenditures on the realization
¢ of the tax mechanism and

i subsequent tax administration.
: Theris
i application of tax deductions
¢ (excess of expenditures

i over revenues from tourism

i enterprises)

of ineffective

i Adaptation of the tax

: solution to the current
i economic situation.

i Reduction of tax burden on
i the personal income tax.

¢ Temporary differentiation

i will help to balance internal
i tourist flows, reduce the

¢ influence of seasonality in

i some areas and popularize
¢ new forms of recreation

CA special tax regime, which includes as objects of taxation “revenues in the form of agency fees” at a rate of 5 per cent
revenues minus expenses” at a rate of 10 per cent for tour operators, provided that the income

Z

: for travel agents and *

¢ from the sale of the tourism product in the field of domestic tourism amount to at least 50 per cent with subsequent
i reduction of the rate by 1 per cent and with an increase in the share by 10 per cent — up to 2 per cent and 7 per cent,

i respectively

Tax Code of the Russian
Federation (introduction to
Chapter 26.6 “The taxation
system for domestic tourism

2 enterprises”)

Methodical
recommendations on the
application of Chapter 26.6
of the Tax Code of the
Russian Federation

“On the fundamentals of
tourist activities in the

¢ Russian Federation” (addition :

. to Chapters 1 and 2) ¢ Federal Agency for
H i Tourism

Ministry of Finance
of the Russian
Federation

Federal Tax Service
of the Russian
Federation

Ministry of Culture
of the Russian
Federation

Information risk (lack of
information, uncertainty).
Risk of the tax process
(misinterpretation of tax
liabilities, errors in tax
accounting and miscalculations
in tax planning). Reputational
risks (fgrmation of negative
notions of stakeholders
about financial stability of
the organization). The risk of
inefficiency of the new tax

: regime (problems with tax
: administration, the demand
i of taxpayers, negative

i consequences for the state)

Significant simplification of
tax accounting for tourism
organizations. Elimination of
the double interpretation of
the norms of the Tax Code
in connection with the use
of specific concepts in the
field of tourism. Reduction
of the tax burden on travel
agents and tour operators to
stimulate them to develop
and promote domestic

¢ tourism. Stimulation of sales
: of the tourist products in the
: domestic sector

Exemption from property tax on the property of legal entities and from land tax on new accommodation facilities for a

i period of 10 years from the moment of their commissioning. A 50 per cent reduction on transport tax rates established in

. the region regarding the vehicles used to service tourist

{ Tax Code of the Russian
: Federation (addition to
¢ Chapters 28, 30 and 31)

i Ministry of Finance
¢ of the Russian
Federation

¢ Significant costs on realization
: of the tax mechanism and

: subsequent tax administration.
i The risk of long-term pay-offs

i and the possibility of misuse of

i Executive authorities
i of the subjects of the
i Russian Federation

¢ The laws of the subjects

i of the Russian Federation
i on taxes (the tax on the

i property of organizations
¢ and transport tax)

¢ Bodies of local

i Legal acts of representative
i self-government

i bodies of municipal entities
i on taxes (land tax)

tourist infrastructure facilities
for which tax breaks are

i established

: and significant expansion

: of accommodation facilities
i for tourists, including the

i developing tourist centers.

i Replacement of fixed

i assets (increase in aesthetic
: appeal and functionality,

i increase in the percentage

¢ of the used accommodation
i facilities). Provision of

i increased comfort of

: passenger transport in

: compliance with all safety

i requirements through the

: acquisition of new vehicles
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Table 4 (cont). Proposed measures of tax stimulation for subjects of the tourist market in the context

of domestic tourism

Legal acts, into which
amendments are
introduced

Agencies, which
are in charge of

this issue

Possible risks

Expected results

Application of the VAT rate of 0 per cent for domestic transportation of organized groups of tourists by all types of

: transport

Tax Code of the Russian
i Federation (addition to
i Chapter 21)

i Ministry of Finance
i of the Russian
i Federation

: A shortfall in the budget of the
i Russian Federation of significant :
i revenues in the form of VAT.

i Risk of misuse of vehicles. Risks

: The overall increase in

passenger traffic due to

i the reduction in the cost
i of transportation services,

4 i of errors in the calculation i including air transportation
............................ i of VAT (the need in separate i of domestic airlines, which
¢ Methodological { Federal Tax Service @ accounting) . is relevant for the effective
¢ recommendations on the ¢ of the Russian : development of the industry.
¢ application of Chapter 21 of i Federation : The release of additional
i the Tax Code of the Russian ¢ financial resources, which
i Federation ¢ can be used to renew
; i transport fleets

The essence of applying incentives in tax relations is the obtaining of deferred financial benefits by the state
with a positive social and investment effect. The realization of these measures will contribute to the creation
of favorable conditions for the functioning of the domestic tourism industry in Russia, which currently
needs state support, tax reliefs and the creation of simplified forms in taxation, accounting and reporting.

The proposed approach to the classification will make it possible to support the enterprises of domestic
tourism by stimulating them to increase domestic tourist flows, to promote and popularize the national
recreational and cultural sites, to contribute to sustainable development of the whole tourist industry
even under the conditions of temporary isolation of the state. In addition, the proposed requirements
and conditions can be ranked in proportion to the volume of the obtained tax benefits, which will also
make it possible to differentiate enterprises in order to ensure tax fairness.

It is also possible to use the organizational incentive measures, which are already reflected in the federal
law of March 2, 2016 Ne 49-FZ “On amendments to certain legislative acts of the Russian Federation to
improve legislation regulating the tourism activity”™ organization of tourist information centers, lower
level of financial provision to domestic tourism compared with outbound tourism, the lack of need for
tour operators to form a reserve fund and personal responsibility fund in carrying out activities in the
field of domestic tourism, etc.

As a result, the development of domestic tourism in Russia will make it possible to achieve a multipli-

cative effect: to raise the employment of the population, to create a favorable image of the country, to
increase budget revenues, to develop infrastructure and improve the living standards of the population.
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