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Abstract

Potential as a category is commonly addressed within two levels — attained (real) and advanced
(perspective). Resources and capacity that today are available to economic entities highlight a level
attained. They are a real component of economic potential. Economic potential is not only a stock of
available resources, but also a current or potential ability to make effective use of resources available. In
order to identify the period when tax potential was first calculated, it is necessary to trace the
development of inter-governmental relations as such. Different economists provide different definitions
of the term “tax potential”. Differences in definitions are due to the fact that different authors have
different goals and objectives, thereby dealing with different aspects of the category. Tax potential plays a
crucial role in improving inter-governmental relations, as well as in determining the procedure for
granting transfers. A considerable value of this category is that authorities have an incentive to increase
their own revenue base. Thus, there are some institutional views on the development of tax policy
including fiscal, functionally stabilizing, investment. The functionally stabilizing view is currently
essential for the Russian tax policy, whereas regional tax policies pay special attention to the features of
regional tax legislation, tax planning in the region, as well as the system of tax administration. Therefore,
with a prevailing type of tax policy to be applied in a particular subject at a certain moment, one can

identify trends in the implementation of tax potential.
2357-1330 © 2022 Published by European Publisher.
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1. Introduction

In the late 20" century, the category of potential or economic potential was introduced in
economics. Earlier, the concept of productive capacity was emphasized for assessments of industrial

enterprises. Soon a broader concept of economic potential appeared (Basnukaev & Musostov, 2020).
2. Problem Statement

The key aspects that define the category of potential are shown in Figure 1. Potential is addressed
within two levels — attained (real) and advanced (perspective). The resources and capacity that an
economic entity has today highlight the level attained. They are a real component constituting economic
potential. The advanced level is maximum possible amount of company resources, with the involvement

of all available opportunities and reserves.

Key Aspects to Define Potential
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Figure 1. Key aspects to define potential

The relationship between the key aspects of potential and its levels is shown in Figure 02. The
relationship between aspects and levels of potential, presented in the figure above, resulted in various

concepts of the concept “economic potential”. Figure 03 shows some interpretations of the concept.
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Figure 2. Relationship between key aspects of potential and its levels
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Definitions of Economic Potential
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Figure 3. Definitions and Essence of Economic Potential
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Thus, economic potential is not only a stock of available resources, but also a current or potential

ability to make effective use of resources available. The elements that make up economic potential is

shown in Figure 04, and the financial capacity — in Figure 05. The way tax, budgetary and financial

potentials interact is shown in Figure 06.

158

Economic Potential

Financial
Capacity

Technological
Potential

Labor
Potential

Market
Potential

Figure 4. Composition of economic potential



http://dx.doi.org/

https://doi.org/10.15405/epsbs.2022.12.21
Corresponding Author: Musa Shamsudinovich Basnukaev
Selection and peer-review under responsibility of the Organizing Committee of the conference

elSSN: 2357-1330

Financial Capacity
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Figure 5. Financial resources constituting financial capacity
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Figure 6. Hierarchy of tax, budgetary and financial potentials
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3. Research Questions

Let us consider the definition of “tax potential”. There are different views on the definition of this

category (Figure 07 a, b, ¢).
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Figure 7. Classification of views on the concept of tax potential: (a) — fiscal, (b) — institutional, (c) —
resource-based

The data shown in Figure 08 suggests that different economists have different views on the
definition of the term “tax potential”. Differences definitions of the above term are due to the fact that
different authors have different goals and objectives, thereby dealing with different aspects of the

category (Kozaeva & Betrozova, 2020).
4. Purpose of the Study

In order to identify the period when tax potential was first calculated, it is necessary to trace the

development of inter-governmental relations as such (Kirillova & Rodyukova, 2020) (see Figure 08).
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Figure 8. Stages in development of inter-governmental relations
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5. Research Methods

The paper used some general research methods including historical, system analysis,
measurement, analogies and generalizations, comparisons, as well as structural and functional approaches

and special ones like economic analysis, statistical, correlation and regression analysis.
6. Findings

Tax potential plays a crucial role in improving inter-governmental relations, as well as in
determining the procedure for granting transfers. The most considerable value of this category is that
authorities have an incentive to increase their own revenue base (Bushinskaya et al., 2020).

Thus, tax potential of a region is a component of financial potential of the region. In addition, it
acts as a framework for the development of tax revenues of the regional budget and features the
maximum possible amount of tax revenues to the regional budget within the existing taxation system.
(Basnukaev, 2021).

One of the main criteria for the development of tax potential of a subject is also the quality of tax
planning. It should be based on a scientific approach to the development of society at this stage, with due
account for the established priorities. Moreover, the existing economic development of a particular
subject should be assessed based on previous correct assessments of the potential, reserves and a strategic

development plan.
7. Conclusion

Thus, there are some institutional views on the development of tax policy including fiscal,
functionally stabilizing and investment. The functionally stabilizing view is currently essential for the
Russian tax policy, whereas regional tax policies pay special attention to the features of regional tax
legislation, tax planning in the region, as well as the system of tax administration. Therefore, with a
prevailing type of tax policy to be applied in a particular subject at a certain moment, one can identify

trends in the implementation of tax potential.
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