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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.
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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 oftax potential allow
planning tax revenues correctly at different levels ofthe 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
ofa 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 ofthe budget of the region, as well
as the possible amount of income received by the Central budget ofthe 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 oftax 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 ofthe concept of "tax potential” is fully disclosed.

Ifthe concept oftax 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
mintg % min tg % mintg % 201(; milliontg %
in %

Total
revenues, 7662 220 100 9691 789 100 8789 004 100 90,7 -902 785 -9,3
including:
Taxyield 4275886 558 4848028 501 5694904 648 1175 846 876 175
':‘ri’c':)rﬁ]a;‘ 338634 442 4843761 499 3094100 332 639 1749 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 ofthe 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 Anabsolute,  Comparative
mintg % mintg % mintg % 2_010;, million tg %
in%

Total

revenues, 507 225 100 535 591 100 496 728 100 92,7 -38 863 -73
including:

Tax yield 338 746 66,8 372012 69,5 407 977 821 109,6 35 %65 96
mggr:}aex 168479 332 163579 305 88751 179 542 -74828 -458

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 1487.3 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 ofthe Republic of Kazakhstan are for the following taxes:

e corporate income tax: 31 %

* value added tax: 42 %

» social tax: 13 %

* 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 Compoasition
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
Sacio-economic development of the region
Financial Financial position of the region
Geographical and natural resources Climate

Geographical location

Natural resources of the region
Sacio-demographic Population size

Standard of living

Quality of education

Level of production development

Note: compiled by the author on the basis ofthe 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 ofthem.

- Economic factors-internal and external.

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

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

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

(b) The level ofuse 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 ofthe 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 ofthe 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 ofthe 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 ofthe economy.

- The efficiency oftax 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 ofthe 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 Ofthe 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 ofthe 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 oftasks aimed at ensuring economic stability, improving tax legislation and optimizing the system
oftax administration and tax mechanism.

b.)K. Epmekbaesal H.A. Anumos2
In-dapabu atbiHAarbl Kaszak ¥nTTblL, YHMBEpCUTETa, AnmaThbl, KasakcTaH

CAJIbLLL XXYMECLULL, CAMACbBIH APTTbIPYAAIbI CANbLL, DNEYETLLLLL POLLU

AHHOTaums. Makaniaga «casblK 3/ieyeTa» YrbiMbl 3epTTeNTeH. ABTOp/ap Ca/lbiK 3MeyeTLILY eNAL, CabIK-OomKeT
YVleCiHaeri OpHbIH KepceTe OTbIPbIM, OHbIL, Malbl3blH aiiKbIHAaAbl. 3epTTey XYMbIChIHbIL, MaKCaThbl - LK Cablk
aneyeTwe 3cep eTeTw (haKTopiapAbl aHbIKTald OTbIPbIM, OHbl XOrapbiiaTy >KOngapbiH Taby. MakaiaHbil, MWAeTTepr
ELP/K CablK 3/eYETLUL, SKOHOMMKABIK M3HLL ally; CablK 3/1IeYeT yrbiMblHA 6GepreH LUeTenmK asToprapgbll
aHblKTaMaTapblH Ca/bICTbIPY; Ca/lblK 3/IeyeTIIe 3cep eTeTwl (pakTopiapdbl aHbiKTay; Ca/lblK 3/1eyeTLily LamacbiH
KorapbiiaTy 6oiblHLIA HaKTbl Kagamgap YCbHY. Makanafa rbiibIMM TaHbIMHBIL CabICTbIPY, AEAYKUMS, WHAYKUNS,
Tangay, Xannbinay 34icTepi kongaHbligbl. FOprone 6eniMiHAe aliMaKTbIL, CanbIKThIK 371eyeT TACLUTLWILLY, e3eKTbIn awbin
KepceTwar Ca/bIKTbIK 3/1IeyeTKe 3KOHOMIKA CaslacblHAArbl 3pT Y/ aBTOpnapfpIL, aHblKTaMackl 6eplureH. Hensn 6enimge
2016-2018 xbinpapgars! pecnybnmkanbiK GHomKeTKe XaHe AnMaThl KaachIHbIL, XKeprblKT 6tompKeTiHe TYCKeH Ca/lbIKTbIK
TYCiMaepAiL, AvHaMmKackl TangaHraH. Ouipnik Ca/bIKTbIK 3/1eyeTKe 3Cep eTeTLU (PaKTop/ap aHbIKTanraH, COHbIL LWLUAE,
KeneLKesi 3KOHOMUKaHbIL, MeM/IEKET OHOpKETIHE KenTapeTil 3ananfapbiHa 6aca Keuin GeniHreH. KopbITbiHAbI Genimae
Ca/bIKTBIK 3M1eYeTTi apTThIPYAbIL, HaKTbl XX0/14apbl KapacTbipbliraH. CasbIK 3/1eyeTiH XorapbiiaTy YLiH OraH 3Ccep eTeTiH
6ap/bIK (hakTopnapabl eCKepy KaKeTTiri ainTbinadbl. LLlarbiH xxaHe opTa 613HeC CyObeKTiNepiHe CabiHATbIH KOPMOpaTyBTI
TabbIC CabIrbIHbIL, XXeprinikTi GromKeTke Bepifyi apKblibl Ca/bIK 3/1EYETiHIL, COHbIL, HITVKECLLAE CabIKTLIK TYCiMaepsiL,
Korapbinaybl AT e TLW Typabl O KO3ra/raH.

MakanafjaH LWbIKKaH KOpbITbIHAbLTAPAb! YCbIHLIC PETIHAE KongaHyra 60/1aabl, COHbIMEH KaTap Makaiagarbl Herisri
ofnap MeH TyXbIpbiMaaMasap 3epTTey HITVDKENEPIHEH anbin >KMHakTandbl. KenelwekTe 3epTTey >kacaraHga, Hasap
ayfiapyra 6onaTbiH, yCbIHyra 60/1aTbiH M3/TIMETTEp JIEri MeH MaubI3ablIbIrbIH aiTa KeTKIMI3 Kenegi.

LLIarbiH >x3He opTa BU3HECTLL, eNiMi3aeri X3He HapbIK 3eMiHAEr el BipiHLWI Ko3rayLubl KYLL eKEHIH [e aiiTa KeTKiMi3
Kengi.

TYWiH cespep: 6romkeT XYVleCi, carnbik aneyeTi, Cablk CancaTbl, CanbIKTbIK TYCIMAED, XepriniKTi GromkeT.

B.)K. Epmek6aesal H.[. Anumos2
Kazaxckuii HaumoHa/bHbIA YHMBEPCUTET UM, atb-Papabu, AnmMartbl, KazaxcraH

POJ1b HANOIrOBOI'O MOTEHUMATA
B YNYYWEHN KAYECTBA HANTOIMOBOW CUCTEMBbI

AHHOTaUMs. B cTaTbe MCCreayeTcsl MOHSTME «HAIOTOBbIA MOTEHUMa». ABTOPbI MOAYEPKHY/IN  BaKHOCTb
Ha/IOroBOro MOTeHUMaNa B (MCKaIbHOM cUCTEME CTpaHbl. LIe/blo UCCnefoBaHUs SIBNSETCA BbIBMIEHWE MyTel MOBbILLEHMS
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PervoHa/IbHOrO Ha/IOroBOr0 MOTEHLMaNa MyTeM ONPeAeSieHNs B/IMSOLLMX Ha Hero (DakTopoB. 3adaun CTaTbyi: BbISIBIEHWE
3KOHOMUYECKOW 3HAUMMOCTU PErMOHASTEHOTO HA/IOFOBOTO MOTEHLWasa; CPaBHEHME OMpeaeneHunii 3apyoeXkHbIX aBTOPOB O
Ha/I0roBOM MOTEHLWA/IE; BbISB/IEHME (JAKTOPOB, BAMSIOLLMX Ha Ha/0roBbI NOTEHUMA; NPEeAOCTaBUTL KOHKPETHbIE Laru
MO YBE/IMYEHMIO BE/IMYMHBI HA/IOFOBOMO MOTEHUMasia. B JaHHOW CTaTbe MCMoMb3yoTCA METOLb! HAyYHOTO MO3HAHWA Kak
CpaBHeHMe, AeAYKUUS, UHAYKUWS, aHaim3, 0606LLeHre. Bo BCTYNMTENbHOM YacTy CTaTbl NMOAYEPKUBAETCS aKTyalbHOCTb
PervoHa/IbHOr0 Ha/IoroBOr0 MoTeHumana. [aHo onpefeneHne pasfiMyHbIX aBTOPOB B 06/1aCTWM 3KOHOMVKW HasloroBOMY
noTeHUyany. B OCHOBHOM pa3fiesie aHa/IM3NpyeTCsl AMHaMUKa HaIOroBbIX MOCTYM/IEHWIA B PECMYOIMKAHCKWIA GHOMKET 1
MECTHbI OomKeT ropoga Anmatbl 3a 2016-2018 rogpl. BbisiBneHbl (hakTopbl, BAUSIOWWE Ha HA/IOrOBbIA NOTEHLUMaN
pervoHa, B TOM YMCe BAMSHWME TEHEBOW 3KOHOMMKM Ha rOCYAapCTBEHHbIA Olmke. B 3aKouMTeNbHOM pasgene
paccMaTpuBatoTCA KOHKPETHbIE CMOCO6LI MOBLILIEHNS BEMIMYMHBI HAIOrOBOr0 MoTeHUMana. [1s NoBbILEHNS HA/TOrOBOrO
noTeHUWana HeOOXOAMMO YYNTbIBATL BCE (AKTOPbI, BAMAOLLIME Ha HEro. Bbiio BbICKa3aHO MPEAMNO/IOXKEHME, YTO 3a CUET
nepefaqun NogoX0AHOr0 Haslora ¢ NPeanpysTUA Manoro 1 cpeaHero GusHeca 13 pecny6/IMKaHCKOro Ha MECTHBI OHOMKET,
MOXHO OXWAaTb, YTO MECTHbIA OHMKET YBEMYMT CBOW HA/IOTOBbLIA MOTEHUMan W, C/EAOBaTeNbHO, Ha/IoroBble
MOCTYN/IEHNS.

BbIBOAbI 13 CTaTbM MOTYT ObITb MCMO/Lb30BaHbI B KAYECTBE NMPEATOKEHMS, & TAKKe KIHOUEBbIE MOMEHTbI W BbIBOAbI B
CTaTbe, U B3STbl U3 Pe3y/bTaToB MCCnefoBaHMs. Mbl xoTenm Bbl yKasaTb Ha BaXKHOCTb M BaXKHOCTb AaHHBIX, KOTOPbIE
MOTyT ObITb MPVHATHLI BO BHUMAHWE B OyAyLLMX NCCMef0BaHNAX.

CnepyeT OTMETUTb, YTO Masible U CPEeAHVE MPEANPUSTUA ABMISKOTCA NEPBLIMI ApaliBepamm B CTPaHe 1 Ha PbIHKE.

KntoueBble cnoBa: GHOMKETHasA CMCTEMA, HA/IOrOBbI MOTEHLMa, Ha/oroBas MOMUTVKA, HaloroBble MOCTYN/EHNS,
MECTHbI GHOMKET.
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