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THEORETICAL APPROACHES TO THE
DETERMINATION OF TAX POTENTIAL

Tax capacity is one of the most important economic categories of tax planning process. It allows to
fairly assess revenue opportunities of the budget, region’s security with own financial resources. Assess-
ment of tax capacity is an essential tool for competent tax planning and budget process, since correct
assessment of tax potential reveals a real need for additional funding in the region and identifies the re-
serves of tax revenue growth. In crisis economic conditions when there is a decline in budget revenues,
in prices for major exports, when there is a downtrend in business activity, reasonable and adequate
assessment of economic unit's tax potential becomes particularly relevant. Before assessing the tax
potential of the region, it is necessary to identify the nature of this category, determine the basis for the
formation of tax potential and formulate a definition of tax potential. The article deals with three main
theoretical approaches to the determination of tax potential, their main advantages and disadvantages.
According to a review of three theoretical approaches to the determination of tax potential there have
been chosen one, the most appropriate approach, on the basis of which direct tax capacity assessment
will be implemented.

Key words: tax capacity, theoretical approaches, tax planning, tax base, tax forecasting.

K.b. Kasbekosa, A.T. KaamakoBa

Canblk 9AeyeTiHiH, aHbIKTaMaCbiHA TEOPMSAbIK K@3KapacTap

CanblK, ®AeyeTi CaAbIKTbl XKOCMapAay MPOLECiHIH, HEri3ri 3KOHOMMKAAbIK, CaHaTTapbIHbIH Oipi 60-
AbIM TabbiAaabl. OA BIOAXKETTIH, TYCIM MYMKIHAIKTEPIH >KOHE A€ alMaKTbiH 63 Kap Kbl pecypcrapbl-
MEH KamTamachi3 eTiAyiH Oararayra MyMKIHAIK Gepeai. CaAblk, aAeyeTiH Gararay Ky3blpAbl CaAbIK,
XKOCMapAAyAblH >koHe OBIOAXKETTIK MPOLECTiH, MaHbI3Abl KypaAbl GOAbIN TabblAaAbl, ce6ebi CaAblk,
OAEYEeTIH AYpbIC 6araray ammakTaFbl KOCbIMLIA KAPXXbIAAHABIPYAbIH KAXXETTIAIMH >KOHE AE CaAbkK,
TYCIMAEP ©CyiHiH pe3epBTepiH aHbIKTalAbl. DKOHOMMKAABIK, AAFAAPBIC >KafAalbIHAQ, OIOAXKETTIK Ki-
picTep asaitFaHAQ, KCMOPTTbIH Herisri GanTapbiHa 6ara TOMEHAEreHAE, ICKEPAIK BEACEHAIAIK KyA-
AblpaFraHAQ 3KOHOMMKaAbIK, OIPAIKTIH CaAblK SAEYeTiHiH Heri3pAeAreH >keHe cerkec barasaybl aca
©3eKTi GOAbIN TabblAaabl. AMMAKTbIH, CaAblK, 9AeyeTiH GaFaray aAAbIHAQ, €H aAAbIMEH OCbl 3KOHO-
MUKaAbIK, KaTErOpUsIHbIH TabMFaTbl MEH KAABINTACTbIPY HEri3iH aHbIKTAY KEPEK XKOHE CaAbIK SAEYETiHiH
aHbIKTaMaCblH TY>KbIPbIMAQY KakeT. MakaAaaa CaAblK, 9AeYeTiHiH aHbIKTaMacCblHbIH Heri3ri yL Teopms-
AbIK, K&3KapacTap MeH OAAPAbIH, HEri3ri apTbIKLWbIAbIKTapbl MEH KEMLUIAIKTEPI KapacTblpblAFaH. CaAblk,
BAEYeTiHIH aHblKTaMacblHa YL TEOPUSIAbIK, KO3KapacTapAbl KapacTbIPyAblH, HOTMXKECH 6OMbIHLLIA CaAbIK,
aAeyeTiH 6ararayAblH eH KOAaAbl 6ip TocCiAi TaHAaAFaH. OHbIH HEri3iHAE CaAbIK, OAEYETIHIH TikeAei
GaraAaybl >Ky3ere acblpblAaAbl.

TyHiH ce3aep: CaAblk, 9AEYeTi, TEOPUSAbIK KO3KapacTap, CaAblK, >KOCrapAaybl, CaAblk 0(a3acsl,
CaAbIK, BOAXKaMbl.
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XK.b. Kasbekosa, A.T. KaamakoBa

TeopeTuquKue NMOAXOADbI K OMNMpeAEeA€HUI0 HAAOIroBOro noTeHuMaAa

HaAoroBbli1 NOTEHLMAA SIBASETCS OAHOM M3 BaXKHENMLLIMX SKOHOMMYECKMX KaTeI'OpVIl;I npouecca HaAO-
roBOro NnAaHMpoOBaHU4. OH no3sBoAsieT CnpaBeAAMBO OLEHNTb AOXOAHbIE BO3MOXXHOCTU 6IOA)KeTa, obecne-
YEeHHOCTb permoHa COOCTBEHHbIMM dI)VIHaHCOBbIMl/I pecypcamun. OLLeHKa HAAOIroBOro rnoTeHunaAa sBASEeT-
Cs HEOTbEMAEMbIM MHCTPYMEHTOM IPaMOTHOIo0 HAAOroBoro nAaHMpoBaHMA U 6IOA)KeTHOI'O npouecca, T.K.
MpaBMAbHas OLEeHKa HAaAOroBOro rnoTteHumaAa rno3BOASET BbIgBUTb PEAAbHYIO HeO6XOAMMOCTb B AOMNOAHWN-
TEAbHOM (bl/IHaHCVIpOBaHMl/I PerrnoHa " OrNpeAeAnTb pe3epBbl POCTAa HAAOIOBbIX I'IOCTyl'IAeHl/II;I. B KpU3nc-
HbIX YCAOBUAX (byHKLI,MOHVIpOBaHMFI 3KOHOMMKHA, KOTAa COKPALLAOTCA AOXOADI 6lOA)KeTa, CHM>KAIOTCA LEHbI
Ha OCHOBHbIE CTaTbM 3KCINOPTa, Ha6AIOAaeTC9| Craa AGAOBOM aKTMBHOCTMH, 060CHOBaHHas 1 dAeKBaTHaga
OLEHKA HAaAOrOBOro rnoTeHUMaAd 3KOHOMUMYECKON eAMHMLIbI CTaHOBUTCH 0COBEHHO aKTyaAbHOI;I. [—Ipe>KAe
YeM OLEHUTb HAAOrOBbIA MOTEHLMAA PEermoHa, HeO6XOAVIMO BbIABUTb CYLWLHOCTb AQHHOM KaTteropmu, or-
PEAEANTL OCHOBY d:)Ole/lpOBaHVlfvl HAAOroBOro noTteHuMana mn CCbOpMyAVIpOBaTb ornpeaeAeHne HaAoOrosoro
NnoTeHUMaAa. B ctatbe PaCCMOTpPEHbl TDU OCHOBHbIX TEOPETUYECKMX NMOAXOAQ K OMNMPEAEAEHNIO HAAOTOBOIo
noTeHumaAa, MX OCHOBHble NpenmMyLlecCTBa M HeAOCTaTKN. Mo pe3yAbTaTaM PaCCMOTPEHUA TPEX TeOpeTU-
YECKNX MOAXOAOB K OMPEAEAEHNIO HAaAOroBOro rnoTeHunaAa Bb|6paH OAWMH, HamboAee Ll,e/\ECOO6pa3Hbll;I
NMNOoAXOA, Ha OCHOBE KOTOPOro 6yA€T OCYLLECTBAATLCA HEMOCPEACTBEHHAd OLEHKa HAaAOroBOro rnoTteHuMaAa.

KAroueBble cAoBa: HaAOroBblIl noTeHuMaA, TeopeTnyeckme rnoaxoAbl, HAAOroBoe NAaHMpoBaHue,

HaAOroBas 6833, HAAOroBoe rnporHo3npoBaHmne.

Introduction

In Kazakhstan, the role of tax revenues in the
profitable part of the budget system is very high.

In particular, according to the State Revenue
Committee, in 2016 the share of tax revenues
in the total state budget revenues amounted to
93%. [1]

Table 1 — Dynamics of tax revenues in budget of Republic of Kazakhstan in 2014-2016

2014 2015

Tax revenues, billion.

2016

2015 in % to 2014 2016 in % to 2015

tg.

5116 4884

6023 95 123

data of source [1,2]

Table 1 shows that in 2015 there was a decline in
tax revenues compared to the year 2014 to a level of
4884 billion.tg. or a decrease by 232 billion.tg. [2]

The reason for the reduction in tax revenues
in 2015 was the reduction in tax revenues for the
main backbone types of taxes, such as corporate
income tax, value-added tax. In 2016, tax revenues
increased by 1 139 bn. and amounted to 6023 bn.
tenge. The structure of the state budget with a pre-
dominant share of tax revenues shows that the issues
of tax revenue planning and forecasting are urgent
and require constant attention on the part of state
bodies. For the purposes of proper planning of tax
revenues it is necessary to carry out a competent and
reasonable assessment of tax capacity of the admin-
istrative-territorial unit. The need for adequate as-
sessment of tax potential creates the need to define
the essence of tax potential and factors affecting
the formation and implementation of tax potential.

ISSN 1563-0358

Also the relevance of the problem of determining
the tax potential is confirmed by the presence of
many approaches to the identification of the essence
of this concept. In order to give full description of
tax potential concept we suggest to consider all the
available approaches to defining the essence of the
concept.

Main part. Analysis of publications and studies
on the tax potential showed that the problem of tax
potential assessment is considered at the regional
level in most of the Russian and foreign scientists’
works. Among the works of Kazakhstan scientists
who have studied some issues of tax planning and
forecasting a special place is occupied by the works
of J.M. Elubayeva, M.T. Ospanov, A.B. Zeynelgab-
din, A.A. Nurumov.

Tax potential is a multi-faceted phenomenon,
which depends on regional features and economic
conditions, from availability of resources and raw
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materials, demographic, innovative, productive and
other potentials. [3]

Qualitative expression of territory s tax potential
is in the ability of aggregate tax base within this area
to provide tax revenues. The quantitative expression
of territory's tax potential can be represented as the
maximum possible tax revenues in the region within
a specific period of time. [3]

Tax potential determines the perspective possi-
bilities of reproduction of regional economic com-
plex, responsibility of the regions for their social
and other obligations, the optimization of the use
of budgetary means of regulation in order to ensure
favorable conditions for economic growth of the
country and its regions. [4,5]

Many scientists consider it expedient to define
the tax potential as the totality of financial resources
which can be effectively mobilized through the tax
mechanism in the system of “population-economy-
territory”, where the main processes of society take
place. [6,7] In other words, in this context, the tax
potential is the maximum possible amount of tax rev-
enues that the region actually is able to accumulate
in its budget in order to further the self-financing and
economic development. There is an expert opinion,
according to which the tax potential is a complex of
all kinds of taxes such as production taxes, income
taxes and other taxes, which actually can be collected
in a given territory within a particular time frame that
characterizes the financial possibilities of the state
(region) [8,9] This definition also describes the tax
potential as the sum of tax payments, which the state
(region) is really able to mobilize in a centralized
fund for the purpose of implementation of the State's
or region’s functions, targeted social and economic
programs and the chosen course of economic policy.

Some scientists, such as V.A. Belostotskaya,
E.V. Soldatov, A.A. Ugryumova, O.G. Shramko de-
termine the tax potential of the region as the mar-
ginal set of tax payments, which can be carried out
without negative affection the productive potential
of the region. [10,11] When exceeding a certain lim-
it value of tax payments there is a risk of business
activity reduction. This definition contains a supple-
ment that the tax potential is not just the amount
of potential tax revenues, but such tax payments,
which do not lead to the oppression of business and
productive activity of the taxpayers. In other words,
this definition of tax potential characterizes it as the
maximum amount of tax payments, which does not
hamper economic growth and development of the
territory, and supports reproductive processes.

We agree that tax potential means the maximum
possible amount of tax revenue, which does not in-

hibit business activity and does not restrict the eco-
nomic development of the territory.

Such scholars as I. Gorsky, [.A. Korostelkina,
N.D. Matrusov, A.B. Paskachev, S.G. Sinelnikov-
Murylev, O.V. Tolstaya determine tax potential as
a likely set of tax revenues, based on existing re-
sources, trends in socio-economic development of
the area, possibilities of fiscal mechanism. [10,11]
In the framework of this definition the tax poten-
tial is also understood as the potential amount of tax
revenues of the budget, with considering the avail-
able resources of the territory, the prevailing trends
of socio-economic development of the territory and
the possibilities of fiscal mechanism.

A.V. Sklyar defines tax potential as a marginal
amount of tax revenues, which must be due to the
rules of functioning tax system, and tax willingness
of economic actors. [10,11] The tax potential in this
understanding takes into account the performance in-
dicator of fiscal relations between the state and tax-
payers. Under this definition, we agree that the tax
potential should take into account the impact of fiscal
cooperation of tax authorities with taxpayers and the
effectiveness of the fiscal effort of the tax authorities.

In Kazakhstan, the tax potential is defined as the
maximum possible amount of taxes and other oblig-
atory payments to the budget, calculated in order to
determine the amount of income. [12]

The above-mentioned definitions describe the
tax potential as probable, ultimate, attainable amount
of tax revenues. Presence of essential common char-
acteristic, underlying in all the above-mentioned
definitions combines them in a unified approach to
the determination of tax potential, called accrual.
Proponents of this approach are the economists who
emphasize the practical nuances of taxation from
the perspective of the analysis and forecasting of tax
revenues and are inclined to consider the tax capac-
ity of the economy as a potential tax payments de-
ducted to the budget system by economic entities.
Supporters of accrual approach are such scholars as
E.A. Bochkaryeva, A.B. Paskachyev, V.G. Panskov,
N.V. Kashin, E.S. Murakhovskiy, A.L. Kolomiyets,
P. Kadochnikov, O. Lugovoi. et al. [13]

Thus, in accordance with the “accrual” approach
tax potential generally refers to the amount of poten-
tial tax revenues of the state (region, territory) for a
particular period of time determined by the current
tax legislation. [13]

The following approach to the definition of tax
potential is called the “resource” due to the fact that
the proponents of this approach identify the tax po-
tential of the economy with available natural raw
materials, logistical, credit and financial resources
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(N.D. Matrusov, A.L. Kolomiyets, A.D. Miller, A.E.
Suglobov, D.N. Slobodchikov, A.V. Maximov, O.S.
Zhgaryev, E.M. Dzhurbina, D. Fateev, E.A. Isayev,
E.S. Osipova, M.R. Pinskaya, etc.). [13]

According to the resource-based approach, tax
potential is the aggregate of taxable resources i.e.,
possible degree of economic development of the
characteristics of the objects of taxation in their uni-
ty, renewal and development. [13]

We agree with the opinion of V.V. Roshupkina
that the taxable amount of resources is the existing
level of tax base. Of course, the level of tax base
and, consequently, the amount of taxable resources,
is one of the determining factors in the formation of
tax potential, but the resource-based approach does
not consider the effectiveness of fiscal efforts of lo-
cal authorities, the quality of tax administration, le-
galization of shadow incomes, etc. That is the level
of “field work™ at a constant rates of resource base
of the region which able to increase or decrease the
size of tax potential of territory. [14]

Thus, the resource-based approach determines
the tax potential as the aggregate of taxable resourc-
es in the form of their valuation. The advantage of
this approach is consideration of taxable resources
as one of the fundamental factors in the formation
of tax potential. However, not only the amount of
taxable resources and tax base will ultimately de-
termine the value of tax potential, but also the effi-
ciency of tax authorities, the efficiency of tax effort
and cooperation of tax authorities with the economic
actors also have a significant influence on the forma-
tion and implementation of the tax potential.

A number of following definitions is combined
into a single approach, called generating due to the
fact that these definitions describe the tax potential
as an intrinsic ability of economic units (state, re-
gion, company) to generate tax revenues, depend-
ing on the internal and external factors affecting the
functioning of the tax mechanism. [13]

For example, D.N. Slobodchikov and A.V. Titov
in their scientific approach made the transition from
the tax base as a basis for the formation of tax po-
tential to the characterization of tax potential as the
ability and willingness of business units to carry out
tax payments. [10]

Russian economic theory considers the tax poten-
tial as the ability of national economy to produce and
mobilize a share of national income in all levels of the
budget determined by needs of socio-economic devel-
opment and the possibilities of state tax institutions. [6]

V.G. Panskov determines the tax potential as the
potential ability of the territory to ensure maximum
tax revenues. [15]
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So, definitions given by D.N. Slobodchikov,
A.V. Titov, V.G. Panskov and proposed by russian
economic theory unanimously characterize the tax
potential as the ability of territory or economic unit
to generate, produce, provide tax revenues. We
agree that the value of tax potential is mainly de-
termined by the ability to provide tax revenues, but
we believe that the definition of tax potential as the
ability to generate, provide tax revenues is abstract
and does not provide a precise quantitative assess-
ment of tax potential.

It is worth to highlight the definition given by
D.E. Kusrayeva: scientist characterizes the tax po-
tential of a territorial unit as an economic category
which expresses financial relations about transfor-
mation of tax resources of territorial unit in its tax
revenues. Thus D.E. Kusrayeva notes that the ef-
fectiveness of implementation of such relations is
determined by the degree of parity of fiscal and reg-
ulatory taxation functions in terms of the achieved
level of development of the economic system and its
institutional organization. [15]

Indeed, the tax potential is the financial relation-
ship within which the tax resources of the territory
are transformed into a profitable part of the budget.
This definition takes into account the fact that the
tax potential is mainly based on the tax resources
of the territory. Another important aspect of this
definition — the effectiveness of the implementation
of tax potential is determined by a balance between
the fiscal and regulatory functions of the taxation.
In fact, while assessing and realizing tax potential
the objective should be not only filling the budget
and taxing everything possible to impose, but also
the regulation of rates and proportions of economic
growth and development in accordance with the se-
lected economic and fiscal policy. Thus, in our view,
the definition of D.E. Kusrayeva fully reflects the
essence of tax potential from a theoretical point of
view, but it does not provide a precise quantitative
estimate of tax potential.

The analysis of foreign literature showed the
presence of many approaches to the determination
of the tax potential.

The world financial practice determines the tax
potential as a likely budget per capita income, which
can be obtained by fiscal authorities for a certain pe-
riod of time in case of application of common taxa-
tion conditions throughout the country. [3.16]

Also, foreign approach to determining the na-
ture of tax potential is identifying this category
as the maximum amount of tax revenue that the
state is able to collect over particular period of
time. [17]
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Some foreign economists determine tax potential
as an optimal amount of tax revenue collected on the
condition that the government effectively uses the
existing tax system. [18,19]

These definitions, in our opinion, characterize
the tax potential in terms of «accrual» approach
discussed earlier. An accrual approach determines
the tax potential as the potential amount of tax
revenue and a likely budget per capita income in its
nature is a potential amount of tax revenue.

The following foreign approach defines tax
capacity as the ability of the tax base, located within
a certain area, to bring tax revenues to the budget of
a given territory. [20,21] This foreign approach to
the definition of tax potential explains the essence of
tax potential in terms of generating approach, which
was discussed earlier.

Foreign term «tax capacity» — the tax ability in its
essence and content is identical to the concept of “tax
capacity”. Some foreign scholars determine tax capacity
as the taxpayer’s ability to bear the tax burden in
proportion to their income, without experiencing decline
in living standards, and reducing the rate of return, total
investment in the case of economic agents [18,22].

In other words, it is the optimum size of tax
revenues of the state, regional budget. [18 ].

The following foreign approach to the
determination of tax potential describes this category
as the state’s ability to increase tax revenues, based
on structural factors such as the level of economic
development, the number of available tax mechanisms,
as well as the ability of people to pay taxes. Overall
this approach defines the tax potential as the national
income's ability to bear the tax burden. [18,23]

Next foreign approach represents tax potential
as the border between national economy's ability
to ensure the maximum possible tax revenues and
the negative impact on the tax base arising from the
transition of this border. [18]

Despite the existence of many foreign
approaches to defining the essence of tax potential,
they all unanimously agree that the tax potential
reflects the optimal tax burden, which coordinates
the needs of the state for tax revenues and the ability
of the gross national product to meet this need. [18]

Table 2 — Approaches to the definition of tax capacity

Thus, the analysis of foreign approaches to
defining the essence of tax potential demonstrated
the prevalence of ‘“accrual” approach to the
definition of “tax capacity”” among foreign scientists.
Generalizing definitions of tax potential, given by
foreign scientists, we can say that the tax potential
is the maximum possible, the optimal amount of
tax revenue collected in case of effective use of tax
system. The value of tax revenue is determined by the
peculiarities of country's or region's development.

The feature of foreign scientists™ definitions of
tax potential is that they determine tax potential
as the country’s (region's, the economic entity's,
the taxpayer's) ability to bear the tax burden, not
facing the reduction in the level of economic well-
being. The definition of foreign scientists agree with
views of such scholars as V.A. Belostotskaya, E.V.
Soldatov, A.A. Ugryumova, O.G. Shramko who
define the tax potential of the region as an ultimate
collection of tax payments, which can be carried out
without adversely affecting the productive potential
of the region. The absence of negative impact
on the opportunities for economic growth and
development of the economic entity as a prerequisite
for determining the tax potential is common in
both Russian and foreign scientists’ definitions.
Difference is in the wording of tax potential's
definition: Russian scientists determine tax potential
as an ultimate collection of tax payments, while
their foreign counterparts determine tax potential as
the ability to bear the tax burden. In our opinion,
the difference in wording does not create differences
in the essence of definitions: the ability to bear the
tax burden is essentially the ability to make tax
payments. Therefore, we consider it expedient to
include the determination of tax potential as the
ability to bear the tax burden in the framework of
generating approach.

Thus, in the opinion of foreign scientists, tax
potential reflects the optimal tax burden, which, on
the one hand, able to bear economic actors (state,
region, business entity, individual taxpayer) without
compromising their own economic growth and
development, and that, on the other hand, meets the
needs of the state for financial resources.

Approach Brief description
accrual Tax potential is the potential amount of tax revenue of the state (region, territory) for a certain period of time.
resource Tax potential is defined as the aggregate of taxable resources in the form of their valuation.
generating Tax capacity is determined as the internal capacity of business unit to generate tax revenues.
compiled by author

214 Ka3¥VY Xab6apiubicel. DxoHOMEKa cepusicel. Ne2 (120). 2017



Kazbekova Zh.B., Kalmakova D.T.

Thus, the existing approaches to the
determination of tax potential and their short
description can be reflected in the table 2. Also

Accrual

Resource-based

Generating

comparative analysis of theoretical approaches to
the determination of tax potential is reflected in
image 1.

¢ advantage: provides a precise
quantification of tax potential

eadvantage: considers taxable resources as one of the
major factors in the formation of tax potential

sdisadvantage: does not take into account the
effectiveness of fiscal efforts, the quality of tax
administration

¢ advantage: considers ability and willingness to
generate tax revenues to the budget

« disadvantage: does not provide a precise
quantification of tax potential

Image 1 — Comparative analysis of theoretical approaches to the determination of tax potential

Conclusion

Summarizing the results of literature analysis
related to issues of identifying tax potential,
we can say that there are three main approaches
to the identification of tax potential: accrual,
generating and resource. Resource-based approach
determines tax potential as the aggregate of
taxable resources of the territory. Of course, the
amount of taxable resources is one of the major
factors in the formation of tax potential, but it is
not determinative. Resource-based approach does
not take into account such supplementary factors
as the effectiveness of fiscal efforts, the quality of
tax administration. Generating approach defines
taxable capacity as the ability of the territory to

provide tax revenues. Indeed the tax potential
is characterized by the ability and willingness to
generate tax revenues to the budget. However, this
approach does not provide a precise quantification
of tax potential. Most scientists interpret the tax
potential in terms of accrual approach. We believe
that the accrual approach is the most appropriate
to determine tax potential, because this approach
provides a quantitative assessment of tax potential
and at the same time takes into account the impact
of most factors which affect the formation and
implementation of tax potential. In Kazakhstan,
the definition of tax potential is also based on the
accrual approach and describes this category as
the maximum amount of tax revenues and other
obligatory payments to the budget.
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