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THE ROLE OF TAX POTENTIAL IN IMPROVING
THE QUALITY OF THE FISCAL SYSTEM

Abstract. The term “tax potential” is studied in the article. In the introductory part of the article, the authors
compared the meaning of two concepts, such as the tax and budget potential of the region, and showed the difference
between the two concepts. The definitions of different authors of the tax potential as an economic category are given.
The main section analyzes the dynamics of tax revenues to the republican and local budgets of the city of Almaty for
2016-2018. The factors affecting the tax potential of the region, including the influence of the shadow economy on
the state budget, are identified. The concluding section presents specific ways to increase tax potential.

Key words: fiscal system, tax potential, tax policy.

At the present stage in the development of the country and its individual regions, the relevance of the
concept of tax potential is increasing. Tax potential plays an important role in the methodology of
forecasting and planning tax revenues in the budget system. Assessment and forecast of tax potential allow
planning tax revenues correctly at different levels of the budget system.

The effectiveness of the budget system and budget policy depends on the budget potential, including
the ability of the tax mechanism to accumulate financial resources at various levels. Currently, the
capacity of the budget and its dynamics are influenced by new factors and conditions. Budget capacity can
be considered as a set of relevant financial resources accumulated in the budget over a period. However,
the terms tax and budget potential do not represent a single concept [1].

Therefore, there is a need to differentiate the concepts of tax and budget potential of the region. The
concept of "tax potential" is deeply studied in the works of foreign and Russian scientists. In this
understanding, several definitions are given.

First, the tax potential, according to the definition provided by T. Besley and T. Persson, is a measure
to estimate how much tax revenue can be generated from a particular region [2].

As Le and Moreno-Dodson found out, tax potential is the forecast ratio of tax to GDP calculated by
regression analysis taking into account the macroeconomic, demographic and institutional characteristics
of a country [3].

According to the definition of the Russian scientist R.A. Prokopenko, tax potential is a set of objects
of taxation located in a certain territory of the country within the framework of the tax system. The total
size of the tax potential determines the ability to form the revenue part of the budget of the region, as well
as the possible amount of income received by the Central budget of the state collected from this territory.

Thus, the concept of tax potential can be considered in a broad and narrow sense. In a broad sense,
"tax potential" is the total amount of objects of taxation of the territory. "Tax potential" in the narrow
sense means the maximum possible amount of tax revenues and fees calculated in accordance with the
current legislation [4].

Lemeshko N. S. defines the tax potential as the objects of taxation, grouped by national, territorial,
sectoral or other grounds [5].

Simonov A. Y. defines the tax potential as a per capita budget income in the application of uniform
taxation conditions throughout the state for a certain period [6].

"Tax potential” in accordance with the current budget legislation is the maximum possible amount of
tax revenues and other mandatory payments to the budget, calculated to determine the size of the region's
revenues, that is, it is understood as the maximum amount of tax revenues and fees [7].
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Thus, in the definition given in the essay Prokopenko R.A., we can agree with the definition of this
scientist, as the essence of the concept of "tax potential" is fully disclosed.

If the concept of tax potential is relatively stable, the term “budget potential”, despite its frequent use,
has no unity in interpretation. In the economic literature, this term is used mainly as a synonym for the
term tax potential. Sometimes this concept characterizes the totality of all financial resources in a
particular region.

The concept of "fiscal capacity" as a synonym for the concept of “tax potential”is often used in
English literature, in relation to developed countries that adhere to models of fiscal federalism. This
applies to countries with a Federal state system (USA, Canada, Brazil, Australia, Mexico), countries with
a Confederate structure (Switzerland), as well as some unitary States (Japan, Sweden, Denmark).

The concept of budget and tax potential represents fundamentally different economic phenomena. If
the tax potential is the basis for the formation of base tax revenues to the budget and provides a feasible
income as the main source received from economic entities budgetary resources budget brings together the
potential tax base of the budget and the basis for the formation of non-tax revenues, as well as the
possibility of borrowing for budgetary purposes (financing of the budget programs or the financing of
current deficit of the regional budget). At the same time, unlike the tax potential, the budget potential
mainly determines the investment attractiveness of the region and the prospects for its economic
development [8].

Thus, the tax potential is formedbased on actual tax revenues of a certain region, as well as additional
reserves to increase them. In addition, tax revenues are the main source of budget revenues of any state,
which we can see in the following table:

Table 1 - Dynamics of revenues of the Republican budget of Kazakhstan for 2016-2018

2016 2017 2018 2018 Deviation
Name Amount, Share, Amount, Share, Amount, Share, to An absolute, Comparative
mln tg % min tg % min tg % 2017, million tg %
in %

Total
revenues, | 7 662220 100 9691 789 100 8 789 004 100 90,7 -902 785 -93
including:
Tax yield | 4275 886 55,8 4 848 028 50,1 5694 904 64,8 117,5 846 876 17,5

I;Ig:)ﬁ: 3386334 442 4843 761 49,9 3094 100 33,2 63,9 1 749 661 -36,1

Note: table is compiled by the author on the basis of statistical bulletins of M.F. of RK for 2016-2018[9].

Table 1 shows that the volume of revenues of the Republican budget increased in 2016-2017, only in
the last 2018 budget revenues decreased compared to the previous year. Thus, the revenues of the
Republican budget for 2018 amounted to 8 789 004 million tenge. In addition, we see stable growth in tax
revenues, which happened despite a decrease in total revenues in 2018, that is, it is mainly due to a
decrease in non-tax revenues, not tax revenues. Tax revenues in 2018 amounted to 5,694,904 million
tenge, which is 846,876 million tenge or 17.5 % more than last year [9].

Since the tax potential is a planned indicator of a certain territory, consider the revenues of the local
budget of Almaty for the last 3 years to consider the tax potential of a particular region, which are listed in
the following table:

Table 2 - Dynamics of local budget revenues of Almaty city for 2016-2018

Name 2016 2017 2018 2018 Deviation
Amount, Share, | Amount, | Share, Amount, Share, to An absolute, | Comparative
min tg % mln tg % mln tg % 2017, million tg %
in %

Total

revenues, 507 225 100 535591 100 496 728 100 92,7 -38 863 -7,3

including:

Tax yield 338 746 66,8 372012 69,5 407 977 82,1 109,6 35965 9,6

Non-tax 168479 | 332 | 163579 | 30,5 | 88751 179 | 542 -74 828 -45.8

income

Note: table is compiled by the author on the basis of statistical bulletins of M.F. of RK for 2016-2018[9].
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According to table 2, the local budget revenues of Almaty also show a trend at the national level, i.e.
in 2016-2017 budget revenues increased and decreased in 2018. As for tax revenues, they have grown
steadily. Tax revenues of the local budget of Almaty for the last year amounted to 407 977 million tenge,
which is 35 965 million tenge or 9.6 % more than last year. The share of tax revenues in the local budget
of Almaty increases significantly. In recent years, the share of tax revenues has increased significantly and
in 2017 its share was 70 %, in 2018 even 82 %. This means an increase in the accumulation of tax
revenues in the region [9].

However, this does not mean that all the potential opportunities in the region are working. According
to the study of the domestic scientist D. B. Baizakov, the shadow sector of the economy in 2017 amounted
to 29 % of the gross domestic product of the country. The largest scale of shadow activity is a priority in
such sectors of the economy as trade (23 %), agriculture (16 %), transport (14 %) and real estate
operations.

The share of the shadow economy in trade in 2017 amounted to 4.6 % of GDP and reached an
absolute value of 1 487.3 billion tenge. The shadow sector in the sphere of agriculture amounted to 2.5 %
of GDP and in absolute value 887.4 billion tenge. The shadow sector of the transport industry occupies
2.4 % of GDP and amounted to 834.5 billion tenge. The main form of tax evasion in this area is the
provision of services for the informal transportation of passengers and goods, i.e. 130.2 thousand people
carry out their activities independently (without registration with the tax authority), using their own
vehicles. The shadow sector of real estate transactions is carried out mainly by secret service, i.e. rent of
housing with rent from taxes.

In addition, entrepreneurs operating without registration with the tax authorities also restrain the
economic and social development of the region by non-payment of taxes to the regional budget. The main
reason for the informal receipt by employers of people to work — disrespect for the conclusion of
additional costs for taxes and social benefits. The main losses received in the income of the consolidated
budget of the Republic of Kazakhstan are for the following taxes:

e corporate income tax: 31 %

e value added tax: 42 %

e social tax: 13 %

e Individual income tax: 7 % [10].

Based on these data, we consider the factors affecting its value, which can lead to an increase in the
tax potential of the region as a way to solve these problems. It is reflected in the following table:

Table 3 — Group of factors influencing tax potential

Group of factors Composition
Economic GRP level
The level of inflation and employment
Investment climate
Tax administration Tax planning
Tax forecasting
Tax regulation
The efficiency of the tax control

Legislative Tax legislation
Budget legislation
Fiscal policy
Political Implementation of strategic goals
Socio-economic development of the region
Financial Financial position of the region
Geographical and natural resources Climate

Geographical location

Natural resources of the region
Socio-demographic Population size

Standard of living

Quality of education

Level of production development

Note: compiled by the author on the basis of the literature [11].
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As can be seen from table 3, the value of the tax potential of a certain region is influenced by various
factors, the main of which are:

— economic forces;

— investment climate

— legal and legislative factors;

— tax policy;

— tax administration:

— social factor.

Let us focus on each of them.

— Economic factors-internal and external.

Internal factors include tax policy, economic conditions, business activity, investment climate, and
external factors-the sectoral structure of the economy, employment, as well as inflation, etc.

When forecasting the tax potential it is necessary to take into account the following economic
indicators:

(a) Regional economic development by type of economic activity (e.g. average annual rate of
production growth);

(b) The level of use of property, plant and equipment by organizations in the zone;

(c) Changes in employment in the economy;

(d) Gross regional product per capita;

(e) Average annual income of the population and others [11].

— A favorable investment climate is the basis for business development, because of the growth of
gross regional product and tax revenues. Therefore, it is necessary to pay great attention to improving the
investment climate of the region [12].

— Legal-legislative factors, that is, tax, budget legislation, as well as amendments to them.

The tax legislation defines the mechanism of calculation of taxes and fees, tax rates, benefits and
other elements of taxation. Budget legislation distributes tax revenues at the levels of the budget system.

Regional tax policy. One of the important conditions for the formation of the tax potential of the
region is to conduct a rational tax policy. Tax policy in the region is a set of economic and legal measures
at the regional level to improve the tax system to meet the financial needs of the region and the state as a
whole, the implementation of planned political, social and economic programs to redistribute financial
resources and change the direction of financial flows. In accordance with the Tax code, tax policy is a
system of legal norms and organizational and economic measures of a regulatory nature adopted and
implemented by state and local authorities in the field of tax relations. Regional tax policy should be
aimed primarily at creating economic conditions for the implementation of tax potential [13].

— The most important elements of the regional tax policy are the system of organization of tax
planning in the region and tax administration. At the regional level, the tax rates established by the Tax
code of the Republic of Kazakhstan, the legislative regulation of taxation, tax benefits, the procedure and
timing of payments includes the establishment. The tax rate has a significant impact on the tax potential.
Unreasonably high tax rates lead to a decrease in the tax base, strengthening the processes of tax evasion,
which will reduce the realized part of the tax potential and increase the shadow sector of the economy.

— The efficiency of tax control and the level of professional training of tax authorities influence tax
administration.

— Social factor. This includes the level of social responsibility of the taxpayer, the level of tax
culture of the population.

To increase the tax revenues coming to the budget, it is necessary, first, to increase the tax culture in
the country, because in this case the taxpayer thinks about the development of society and the welfare of
the population. As a result, the reimbursement of the revenue part of the budget is carried out, and not tax
evasion [14].

Summing up the above, we can formulate that the condition for a more complete formation and
implementation of the tax potential is a full consideration of all factors affecting its value. In this regard, it
is not enough to formulate and plan the tax potential of the region, to implement it in the tax revenues of
the region. Through increasing the tax potential, there is an opportunity to develop the tax and budget
system of the state and accelerate the socio-economic development of the regions. This issue is voiced in
the Address Of the President of Kazakhstan.

The Message of the President of Kazakhstan N. Nazarbayev to the people of Kazakhstan dated
September 2, 2019 "Constructive public dialogue-the basis of stability and prosperity of Kazakhstan
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"States:" improving the quality of the modern tax system is a special issue. The government needs to
develop a set of measures to support medium-sized high-performance businesses in the framework of the
program of industrial and innovative development of the country. In particular, tax incentives should be
provided, " he stressed. "The country's budget should be aimed at two main goals-the development of the
economy and the solution of social problems. To address these issues, it is necessary to form reserves by
reducing inefficient costs and increasing revenues, " the head of state stressed [15].

The achievement of these results is inextricably linked to the tax potential, the question of increasing
the above-mentioned revenues will be possible by increasing this tax potential. Specific ways to increase
the tax potential are provided in the forecast of social and economic development of Kazakhstan for 2020-
2024. According to this forecast, there will be a gradual increase in excise rates on e-tobacco due to the
growth of demand for e-tobacco.

Within the framework of inter-budgetary relations, it is planned to expand the independence of local
Executive bodies. For these purposes, to stimulate the economic activity of the regions, the development
of small and medium-sized businesses, increase local budget revenues, starting from 2020, proceeds from
corporate income tax from small and medium-sized businesses are transferred to local budgets [16].

This should lead to an increase in the tax potential of the regions and, as a consequence, to an increase
in actual tax revenues.

In conclusion, the strengthening of the tax potential of the region is associated with the solution of a
number of tasks aimed at ensuring economic stability, improving tax legislation and optimizing the system
of tax administration and tax mechanism.

b.XK. Epmexoaesa’, H.JI. Anumos’
On-Dapabu ateiars! Kazak YTtk yHUBepcuTeTi, AnMatsl, Kasakcran

CAJIBIK "KYUECIHIH CATTACBIH APTTBIPYJIAFBI CAJIBIK SJIEYETIHIH, POJII

AHHoTanus. Makanaia «CajblK 9J€yeTi» YFbIMbl 3€pITEIreH. ABTOPIAp CalbIK QJIEYETiHIH EJIIH CalblK-OI0KeT
JKYHeciHNeri OpHBIH KOpPCETE OTBIPBII, OHBIH MaHbI3bIH aiKbIHAAAbl. 3€pPTTEy KYMBICBHIHBIH MAaKCaTbl — OHIPIIK CallblK
oneyeTiHe ocep eTeTiH (pakTopaapibl aHBIKTAll OTHIPBIN, OHBI JKOFAPBUIATY KONJApbIH TaOy. MakanaHblH MiHAETTEpI:
OHIPIIK CcalblK QJIEYeTiHIH SKOHOMUKAIBIK MOHIH ally; CalblK QleyeTi yFbIMblHA OepreH HIeTeNIiK aBTOpJIApAbIH
aHbIKTaMaJapblH CaJBICTBIPY; CajblK OJEyeTiHe ocep €TETiH (PaKTOpiaapiAbl aHBIKTAYy; CalblK OJICYETiHiH IIaMachblH
JKOFapblIaTy OoHbIHINA HAaKThl KajamJap YCbIHy. Makanana FbUIBIMU TaHBIMHBIH CajbICTBIPY, ACAYKLMS, HHAYKIUS,
Tanjay, xaunbuiay oaicrepi Koianansuiasl. Kipicne OeniMinne aliMaKThIH CaIbIKTHIK 9JI€yeTi TYCIHITIHIH ©3eKTUIIr albi
kepceTinai. CanbIKTBIK 9JI€yeTKe S3KOHOMUKA CallaChIHarbl 9PTYpIli aBTOpJIapAbIH aHbIKTamMackl OepinreH. Herisri Genimae
2016-2018 xpiniapaarsl peciyOauKaibIK OI0KETKE JKoHe AJIMAThl KalachIHbIH XKEPrilikTi OI0XKETIHE TYCKEH CalIbIKThIK
TYCIMIEPAIH TUHAMMKACH! TaJlJaHFaH. OHIPIIK CaJIBIKTBIK 9JIE€YyEeTKE acep eTeTiH (haKTopiap aHbIKTAFaH, COHBIH iIIiHJE,
KOJICHKENI SKOHOMHUKAHBIH MEMJIEKET OIOJKETiHE KENTipeTiH 3anangapblHa Oaca keHul OeninreH. KopbIThiHABI GeniMae
CAJIBIKTBIK QJICYETTi apTThIPYAbIH HAKThI XKOJAApbl KapacThIpbliraH. CallblK Ql€yeTiH JKOFapblIaTy YILIH OFaH 9Cep €TETiH
6apibIK (haxkTopiapabl eCKepy KakeTTiri aifiTeinansl. [llarsiH sxoHe opTa OU3HEC CyOBEKTINEPIHE CAlIBIHATBIH KOPIOPATUBTI
TaOBIC CaJIbIFBIHBIH XKEPriIiKTi 6r0/KeTKe Oepidyl apKbLUIbl CaJbIK 9JI€yETiHIH, COHbIH HOTHXXECIH/E CANIBIKTBIK TYCIMAEPIiH
JKOFapblaybl KYTIIETiHI Typalibl Oif KO3FalfaH.

MakanajaH IIBIKKaH KOPBITBIHABIIAP/bI YChIHBIC PETIHAE KOJJaHyFa 0O0najbl, COHBIMEH KaTap MaKalaJarbl HETi3ri
oiinap MeH TYXbIpbIMJaMalap 3epITey HOTIIKEIECpiHEeH allblll KMHaKTandbl. Keneliekre 3epTrey »kacaranna, Hazap
ayJapyra OoNaTbIH, YChIHYFa OOJIAThIH MAIIMETTED JIET1 MEH MaHBI3bUIBIFBIH aliTa KETKIMI3 KeJle/i.

[larpIH xoHE OpTa OU3HECTIH €IiMi3JET] KoHEe HApBIK JIEMIHMEr eH OipiHIli KO3Fayllbl KYII €KeHIH Je aifTa KeTKiMi3
KeJJi.

Tyiiin ce3aep: GromxeT xyileci, calblK 91eyeTi, CallbIK CasiCaThl, CAIBIKTBIK TYCIMIAED, XKEPriliKTi OI0KET.

B.XK. Epmexo6aesa’, H.JI. Anumos’
Kaszaxckuil HaMoOHANbHEIA yHUBEpCHTET UM. anb-Dapadu, Anmarel, Kazaxctan

POJIb HAJIOI'OBOI'O IOTEHIIMAJIA
B YJIYUIIEHAU KAYECTBA HAJIOTOBO CUCTEMBI

AHHOTanusi. B cratbe wucciemyercss MOHATHE «HAJIOTOBBIM MOTEHLUANT». ABTOpPHI TMOAYEPKHYIH Ba’KHOCTb
HAJIOTOBOT'O TOTEHIHaNa B (DUCKaIBbHOM cucTeMe cTpaHbl. Llenbio ncciaeoBaHus SBISETCS BBISBICHHE MyTel MOBBIIICHHS
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PETHOHANBEHOTO HAJOTOBOTO IMOTEHNIHMAA IIyTeM ONpPEAeIeHHs BIMSIOMNX Ha HETO (akTOpOB. 3aaud CTaTbU: BBISIBICHHUE
HSKOHOMHMYECKOH 3HAYMMOCTH PETMOHAIILHOI'O HAJOrOBOrO MOTCHIMAA; CPABHEHHE OIpeesieHU 3apyOeKHBIX aBTOPOB O
HAJIOTOBOM TNOTEHIHaNe; BBISIBICHUE (HaKTOPOB, BIMSIOIIMX HA HAIOTOBBIN MOTEHIHAN; NPEJOCTaBUTh KOHKPETHBIE LIarH
[0 YBEJIUYEHUIO BEJIMYMHBI HAJIOTOBOIO MOTEHNMaa. B 1aHHOM cTaThe MCHOIB3YIOTCSI METOABI HAYYHOTO TMO3HAHUS KaK
CpaBHEHHe, NeOyKIHs, HHIYKIHUs, aHaIu3, 00o0meHne. Bo BCTyUTeNbHON YacTH CTAaTbU MOIYEPKUBACTCS aKTyalbHOCTh
PETMOHAIFHOTO HAJIOTOBOrO MOTeHHHMana. J[aHo ompeneseHHe pa3iu4HbIX aBTOPOB B 00JaCTH SKOHOMHKH HAJIOTOBOMY
NOTEeHIHaTy. B OCHOBHOM pa3zjene aHalIu3upyeTcs IHHAMUKA HAJIOTOBBIX IOCTYIUICHHH B PECIyOIMKAHCKUHA OOJDKET M
MecTHBIH Oromker ropoga Anmatel 3a 2016-2018 rogsl. BeisiBieHs! (akTopbl, BIMSAIOLIME HA HAJIOTOBBIH MOTEHIIHAI
peruoHa, B TOM YHCIIE BIMSHME TEHEBOW 3KOHOMHKM Ha TOCYAAapCTBEHHbIM Oroke. B 3akmrountenbHOM pasnerne
paccMaTpUBAKOTCS KOHKPETHBIE CIOCOOBI ITOBBINICHUS! BETMYMHBI HAJOTOBOI'O MOTEHIMANA. [ MOBBILICHUS! HAJIOTOBOTO
MOTEHIHaNa HeOOXOMMO YUYHTHIBATh Bee (aKTOPBI, BIUSIONINE HA HETO. BBUIO BRICKa3aHO MPENIIOIIOKEHUE, YTO 33 CUET
nepeaayy Mmojg0X0JHOTO HAllora C MPEANpPUATHA Maloro ¥ CpeHero Ou3Heca U3 peciyOIMKaHCKOTO Ha MECTHBIH OO/IKET,
MOXKHO OXMJaTh, YTO MECTHBI OIOMKET YyBEIMYUT CBOW HAJOTOBBIM TNOTEHLMAl M, CIEIOBATEJbHO, HAJOTOBBIE
MOCTYIUICHHUS.

BBIBOZIBI U3 CTaThbH MOTYT OBITH HCIIOJB30BAHbI B KAUECTBE MPEATIOKEHHS, & TAKKE KITIOYEBBIE MOMEHTHI H BBIBOJIBI B
CTaThe, W B3SATHI U3 PE3YJIbTATOB HCClIe0BaHMA. Mbl XOTenu Obl yKa3aTh Ha BaXHOCTb U BaKHOCTh JAHHBIX, KOTOpBIC
MOTYT OBITh IPUHSATHI BO BHUMaHHE B Oy IyIIUX UCCIICIOBAHUSIX.

Crnenyer OTMETUTb, YTO MaJIbIe U CPEJIHUE NPEATIPUATHS SIBJIAIOTCS IEPBBIMU ApaiBepaMu B CTPaHE U Ha PbIHKE.

KuaroueBble ciioBa: OI0)KeTHAs CUCTEMA, HAJOTOBBIM MOTEHLMAJ, HAJIOTOBasl MOJMTHKA, HAJOTOBbIE MOCTYIUICHUS,
MECTHBIH OI0KeT.
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