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Background and research question
A notable feature of Russian personal income tax (PIT) is absence of general personal allowance and scanty children allowance (amounting to EUR 17 per month for 1st and 2nd children and EUR 36.6 for 3rd and further children). At the same time Russian citizens may commonly reduce their tax base with their expenses on medical treatment or education, or with investments into pension funds, dwellings or securities. Other countries choose different approaches. Among EAEU Member States, Armenia opted for no deductions at all, while Kazakhstan chose monthly personal allowance equal to minimum monthly salary (EUR 90), no general child allowance and limited medical allowance. 
European countries are often more generous. France allows personal allowances for dependents based on taxpayer’s marital status and the number of dependents, as well as allowance for professional expenses. Germany offers deduction of blanket “employee allowance” of EUR 1,000 per year, children allowance of EUR 4,194 per year, childcare and education expenses, as well as special subsistence for families with low income. Czechia, while not offering tax deductions, uses tax credits instead: a person may reduce the amount of tax for themselves, for dependent spouse and children, and for education of children. Poland opted for small “employee allowance” and tax credit for taxpayers and their children.
It is common place to critique the small amounts of Russian PIT deductions while over 12% of Russian population lives below national poverty line (EUR 5.0 per day), but what would be the cost of extending them to subsistence level? And PIT goes to regional and municipal budgets, often underfunded, so any changes in the deductions will undermine those and require transfers from the federal budget – or increase in the tax rate.
So the research questions of this paper are: How large will be the tax expenses if Russia introduces personal and children allowance equal to statutory subsistence level? And what changes in the PIT rate would offset that to sustain the regional and municipal budgets?
Data and methodology
This research is based on the analysis of statistics data published by the Federal Tax Service (in respect of number of taxpayers and their tax proceedings), Federal Treasury (in respect of budgetary revenues) and Rosstat.

First, there is a simpler estimation of changes in PIT proceedings if those subject to general tax regime would enjoy the abovementioned allowances. Second, the outcomes would be assessed from the standpoint of maintaining current budgetary revenues, resulting with new tax rate(s) estimation.
Third, following the availability of data, the results would be compared with the cost of current system of targeted social support to determine the comparative benefits of each. 
