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DETERMINING THE PREREQUISITES FOR MANAGING
THE TAX POTENTIAL OF INDUSTRIAL ENTERPRISES

Klius Yuliia, Nikitiuk Oksana, Mohamed Saad Hussein Ibrahim. Determining the
prerequisites for managing the tax potential of industrial enterprises. The study identifies
factors that significantly inhibit the development of the national economy and make it impossible
to realize the tax potential of the state. Significant negativism is the phenomenon of underpay-
ment of taxes, which is based on the phenomenon of property relations. This led to the conclusion
that the incomplete payment of taxes of industrial enterprises is inherently a multifactorial phe-
nomenon: first, it is based on property relations; second, this phenomenon has been known since
ancient times and none of the states has managed to eliminate it to this day; third, practice con-
firms that with the improvement of forms and methods of preventing underpayment of taxes, their
taxpayers spend significant funds on finding mechanisms to reduce payments to the state treasury.
The study of motives and reasons for incomplete payment of taxes allowed us to offer a defini-
tion of its multifactorial phenomenon as a unique occurrence inherent in economies of different
types, which is based on economic, moral and ethical, regulatory, socio-political factors, property
relations, which together contribute to destruction. Failure to pay taxes distorts public morality
and the level of tax culture in the state, as well as the national economic interests of the state.
Tax potential is characterized by the economic structure and the provision of its taxable resources,
certain tax bases. The initial component of determining the tax potential should be the definition
of the tax base, which is a quantitative, physical characteristic of the object of taxation and is de-
termined for each type of tax. Article 22 of the Tax Code of Ukraine of 02.12.2010 determines the
essence of the object of taxation: "The object of taxation may be property, goods, income (profit)
or part thereof, turnover from the sale of goods (works, services), transactions for the supply of
goods (works, services) and others objects defined by the tax legislation, with the presence of
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which the tax legislation connects the occurrence of the taxpayer's tax liability". Therefore, the
calculation of the tax base should be determined in the regional context, taking into account the
industry structure for each type of tax. The formation of the tax potential of industrial enterprises
in the region should be based on the results of the analysis of tax compliance, as well as monitor-
ing and forecasting the macroeconomic situation in the regions.

Key words: tax potential, income, budget, factors, industry, enterprise.

Kimoc 10.1., Hukutiok O.B., Moxamen Caan Xycceitn Iopaxiv. Buznauennst nepeaymMoB
ynpaBJiiHHS MOJATKOBUM MOTEHIiaJI0M MPOMMCIOBUX MiIMPUEMCTB. Y JOCITIKEHHI BU3HA-
YEHO YMHHUKH, SIKI CyTTEBO TaJIbMYIOTh PO3BUTOK HAIlIOHAJIBHOI €KOHOMIKH Ta YHEMOXKJIHUBIIIO-
IOTh peaTi3allifo MOJaTKOBOTO MOTEHITANy JepKaBH. 3HAYHUI HEraTHBI3M y c001 Hece SBHUIIE
HEMOBHOI CIUIATH TO/aTKiB, OCHOBY SKOTO CTaHOBHUTH (DEHOMEH BigHOCHH BiacHOCTI. Lle mamo
mijicTaBy IiATH BUCHOBKY IPO Te, 1[0 HETIOBHA CILIaTa MOJATKiB MPOMHCIOBUX Hi,I[l'IpI/IEMCTB 3a
CBOEIO CYTTIO € MYyJIbTU(PAKTOPHUM (PEHOMEHOM: TO- nepiie, 1i OCHOBY CTAaHOBIATH BIJTHOCUHU
BJIACHOCTI; MO-Jpyre, IIe SIBUIIE BiJIOME 3 JAaBHUHU 1 JKOMHIN 13 JepkaB MOro HE BAAIOCS
JIKBIIyBaTH 10 ChOTOJIHI; MO-TPETE, MPAKTUKA IMATBEPKYE, IO 13 BIOCKOHAIECHHSM (HOpM Ta
METO/IiB 3aro0iraHHs HEMOBHIM CIUIATi MOAATKIB iX MIATHUKYA BUTPAYalOTh 3Ha4HI KOIITH Ha BU-
IIYKYBaHHS MEXaHI3MiB 3MEHILIEHHS IUIATeXIB Y Ka3Hy JepkaBH. JlOCHIPKEHHs CIOHYKaJIbHUX
MOTHBIB Ta IPUYHMH HETIOBHOI CIUIATH TOJIATKIB JIO3BOJIMIIO 3alPOTIOHYBATH JE(IHIIIIO 11 MyJIb-
TU(HAKTOPHOTO (PEHOMEHY SIK YHIKaJIbHOTO SBHINA, IPUTAMaHHOTO €KOHOMIKaM Pi3HOTO THUILY, B
OCHOBI SIKOTO 3HAXOAATHCS E€KOHOMIUHI, MOpaJbHO-ETUYHI, HOPMATHBHO-IIPABOBI, CYyCIiJIHHO-
MOJIITUYH] YNHHUKH, BITHOCUHU BJIACHOCTI, 1110 Y CYKYITHOCT1 CIIPUSIIOTh MIJPUBY HAI[lOHAJTBHUX
€KOHOMIUHHX 1HTEPECIB JIEPKABU MUITXOM HECIIATH MOAATKIB Ta 1e(POpMYyIOTh CyCHIBHY MO-
pasb 1 piBeHb MOJATKOBOT KYJIBTYpH y JI€PKaBi.

KuirouoBi cjioBa: mopaTkoBuil MOTEeHIIIaM, HAXOMKEHHSI, OI0KeT, (haKTOPH, IPOMUCIIOBICTb,
M1IPUEMCTBO.

Kmioc 10.U., Hukutiok O.B., Moxamen Caan Xycceiin [opaxum. OnpeneseHue npeanochbi-
JIOK yNpaBJieHHUs] HAJOrOBbIM MOTEHIHAJIOM NMPOMBINLIEHHBIX NpeAnpusaTuii. B uccnenona-
HUY OTIpe/IeNIeHBI (PAKTOPHI, KOTOPBIE CYIIECTBEHHO TOPMO3SIT Pa3BUTHE HAIIMOHAIbHOM SKOHOMUKH
U JIeTal0T HEBO3MOKHBIM PeaTM3allrio HAIOTOBOTO MOTEHIMAlIa TOCyAapCTBa. 3HAaUNTEIbHbIHN Hera-
THBH3M B ce0€ HECET SBJICHUE HETMOIHON YIUIaThl HAJIOTOB, OCHOBY KOTOPOTO COCTABIIsIeT ()eHOMEH
OTHOIIEHUI COOCTBEHHOCTH. DTO Jajl0 OCHOBAaHUE CJENIaTh BBIBOJA O TOM, YTO HEMOJHAs yIiara
HAJIOTOB MTPOMBITIIICHHBIX TIPEATIPUSITUN 110 CBOCH CYTH SIBISIETCSA MYJIBTU()AKTOPHBIM (JEHOMEHOM:
BO-TIEPBBIX, €€ OCHOBY COCTABJISIIOT OTHOIIEHUS] COOCTBEHHOCTH; BO-BTOPBIX, 3TO SIBICHHUE H3BECT-
HO C JPEBHOCTH, ¥ HU OJHOM M3 CTpaH €ro He yAajaoCh JUKBUAWPOBATH IO CHX IOP; B-TPETHHX,
MPAKTHKA MOATBEPKIACT, YTO C COBEPLICHCTBOBAHKUEM (DOPM M METOZOB MPEIOTBPALICHHS HEMOJI-
HOM yIIJIaThl HAJIOTOB IJIATENBIINKN TPATAT 3HAYUTEIBHBIC CPEJCTBA HA M3BICKAHUS MEXaHH3MOB
yMEHBILICHUS TIaTexel B Ka3Hy rocyaapctsa. VccnenoBanue noOyauTeTbHBIX MOTUBOB U IPUYNH
HETIOTHOH YIIaThl HAJIOTOB TIO3BOJIHIIO TPEIOKUTH AS(PUHUIINIO €€ MYTbTH()AKTOPHOTO heHOMe-
Ha KaK YHUKAJIbHOTO SBJICHHS, IPUCYLIETO SKOHOMUKAM Pa3IMYHOIO THIIA, B OCHOBE KOTOPOTO Ha-
XOJISITCSl IKOHOMUYECKHE, MOPAIbHO-ITHUECKIE, HOPMATHBHO-TIPABOBBIC, OOIIECTBEHHO-TIOINTH-
yeckue (aKTopbl, OTHOLICHUS! COOCTBEHHOCTH, KOTOPhIE B COBOKYITHOCTH CIIOCOOCTBYIOT HOZIPBIBY
HAIMOHABHBIX YKOHOMUYECKHX HHTEPECOB TOCYAapCTBa ITyTEM HEYIIaThl HAJTOTOB U AehopMHpy-
0T O0ILIECTBEHHYIO MOpaJIb U YPOBEHb HAJIOTOBOW KYJIBTYPbl B TOCYAAPCTBE.

KuroueBble c10Ba: HAJIOTOBBIN MOTEHIIMAT, TOCTYIUICHHS, OFO/DKET, (PaKTOPHI, MPOMBIIILICH-
HOCTb, TIPEATPHUSITHUE.

Problem Setting. The main problem with laws are contradictory. The experience of the
Ukraine's tax system today is not only that 2014-2020 transformation period convinces us
entrepreneurs and individuals pay high taxes, that an effective vertical of state power should
but also that the system is inefficient and tax be created in Ukraine for the general well-being
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of society. A strong state and a wealthy society
are usually impossible without adequate funding,
which taxes can provide. The need to resolve such
contradictions sets scientists the task of solving
a number of important theoretical and practical
problems, one of which is to assess the scale and
determine the reserves of the tax potential of the
Ukrainian economy.

Execution of the State budget for revenues
and expenditures is the key to the success of the
state in solving the problems of economic and
social policy, the implementation of social and
other programs, the proper functioning of the
government machinery and the entire system
of institutions and organizations of the public
sector. Therefore, it is essential to meet important
government tasks to increase tax revenues at
all levels. This requires the development of a
new scientific and methodological approach
to determining the essence and quantitative
assessment of tax potential, and is relevant to
the assessment of the tax potential of industrial
enterprises in the region in terms of economic
challenges of today.

Study on Recent Research and Publications.
It should be noted that this scientific problem,
paradoxically, is currently insufficiently studied
not only in domestic economic science but
also in the world one. We usually find that the
problem of the functioning of public finance in
Western economic science has taken many steps
forward. However, this cannot be said about the
investigation of the essence and content of the
phenomenon “tax potential”’. Moreover, such
a financial category is virtually non-existent in
foreign sources. In contrast, in domestic science
there are a number of fundamental studies
concerning the research of this phenomenon
performed by: Lenz H., Kudrina O., Shpileva V.,
Chorna O., Khrystenko L. and others. It is
difficult to overestimate the contribution to the
theory of tax potential of these scientists, as its
content allows fruitful development of ideas and
analytical approaches. To date, many questions
about the tax potential remain unresolved, the
volume of which is an essential indicator of the
fiscal capacity of the budget: approaches to its
interpretation are debatable. Insufficient attention
has been paid to identifying its components and
the relationships between them. At the same
time, ensuring the effective formation and use
of tax potential in the mechanism for regulating
economic growth processes in Ukraine can be one
of the factors stimulating economic development,

achieving dynamic equilibrium, and increasing
the efficiency of tax policy.

Therefore, the purpose of the article is to study
the prerequisites for determining and assessing
the tax potential of industrial enterprises in the
region.

Presenting main material. In order to
objectively determine the tax base of industrial
enterprises and calculate the tax potential of the
region on its basis, a system of indicators that
determine the development of the macroeconomic
situation in the regions, the influence of industry
and regional factors on the state of the base and
the prospects for its development should be
formed. At the same time, to calculate the tax
base, indicators that directly affect its formation
should be taken into account first [2]:

— place and role in the country's economic
system;

— specialization of the region by types
of activity, peculiarities of the location and
functioning of the main sectors of the economy;

— the population of the region, the proportion
of the urban population;

— gross regional product (by type of activity
in the region);

— the volume of industrial output in physical
and monetary terms by industrial activities;

— the financial and economic condition of the
enterprise of the main activities of the region—the
number of profitable and unprofitable enterprises;

— thelevelanddynamics of wages (information
on wage arrears will allow to determine budget
revenues from personal income tax, will not be
received in the budget on time);

— large payers of the region;

— volumes of export supplies by type of acti-
vity of the region's economy (for forecasting the
amount of VAT refunds to exporting enterprises).

The calculation of the taxable base of the
regions should take into account the estimation of
the profitability of the territorial property of the
region and the budgetary efficiency, the quality
of the production and social infrastructure, the
requirements of technological renewal of the
activities of the region, resources, transportation
and others.

In addition, it is necessary to consider a number
of factors that significantly affect the base: non-
payments in the economy, wage arrears, forms
of payment (cash, barter, promissory notes,
etc.). The impact of main and major taxpayers
on the change in the tax base in the regions,
their financial condition, forms of settlement,
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legal status and holding structures is necessarily
analyzed.

The indicators should form the basis of the
information base for calculating the total income
of the region, its economic, financial and tax
potential. This information base will indicate
the possibility of economic growth in the region
and an increase in the volume of tax revenues
of industrial enterprises. This problem could be
solved by filling out the so-called "Tax passport
of industrial enterprises", which would contain
a comprehensive description of the tax potential
of industrial enterprises in the region and the tax
burden [4].

These circumstances are a major component
and are very important in the formation of
budgets at all levels, as they should better reflect
the needs of the regions in terms of subsidies,
subventions, grants and so on. The use of the
proposed system of indicators will establish
the trends of functional relationships between
the selected macroeconomic indicators and the
state of the tax base of industrial enterprises, and
thereby provide a more objective assessment of
the tax potential of industrial enterprises in the
region by type of activity and regions of the
country.

The size of the tax potential of industrial
enterprises in the region is directly proportional
to the state of the region's economy. The more
developed the economy of the region, the greater
the amount of tax revenues. At the same time, the
more diversified the structure of tax revenues in
the region by type of economic activity, the more
obvious their growth in the future.

In the process of analysing the compliance
of tax collection with the fiscal potential, it was
found that real budget revenues are characterized
by a certain instability [2]. Percentage of actual
execution of revenues (indicative determinant)
for income tax in Ukraine in 2016-2020
was accordingly 111.9; 100.2; 118.5; 111.9;
110.5 with a simultaneous stable increase in
budget revenues for the same period in absolute
terms: in 2016 — UAH 54.3 billion, 2017 —
UAH 63.9 billion, 2018 — UAH 95.7 billion,
2019—UAH 107.1 billion, 2020 — UAH 95.8 billion.
It was established that in general in 2016
the indicator of personal income tax revenue
implementation, in accordance with the budge-
tary assignments, was UAH 127.3 billion, or
107.7 %, in 2017 — UAH 170.6 billion, or
98,1 %, in 2018 — UAH211.2 billion, or 100.4%,
in 2019 — UAH 253,03 billion, or 107.2 %, and

in 2020 — UAH 271.18 billion, or 105.9%. It was
established that the level of implementation
of planned revenues (indicative indicators) to
the consolidated budget of Ukraine from the
payment of VAT reached 88%, in 2017 — 113.2%,
in 2018 — 93.9%, in 2019 — 114.2%, in 2020 —
104.4%. Based on the analysis, the conclusion
is substantiated that if the relative indicators of
the budget revenues for certain years are not
met (there is no stable growth trend) and there
is simultaneous growth of absolute indicators,
there are reserves for the growth of the budget
revenues.

The results of the analysis of the collection
of taxes on income and profits, property and
consumption confirm the negative impact
on the tax potential performance indicators.
It is determined that in monetary term, the
budget losses during 2015-2019 continued
to grow and, over the years they amounted
to UAH 55.35 billion, UAH 30.26 billion,
UAH 26.8 UAH, UAH 35.74 billion, UAH
42.73 billion accordingly. The structure of
consolidated budget losses with the largest
share in the total amount of tax benefits is: the
share of total budget losses from VAT benefits in
2019 amounted to 72.4%, which is 18.8% more
than in 2015, and in absolute terms amounted to
UAH 30.9 billion — almost 2% of all revenues of
the consolidated budget of the country; property
tax benefits — took second place in “weight” and
amounted to UAH 9.2 billion in 2019, which is
three times more than in 2015 (UAH 3.8 billion);
excise tax benefits for the period from 2015 to
2019 increased by 0.3% of the total amount of
benefits provided under current legislation;
The third place in terms of share is taken
by income tax benefits — 4.0% in 2019
(UAH 1.7 billion) of the total consolidated budget
benefits compared to 0.4% in 2015.

Such a paradoxical situation in Ukraine has
developed due to the tax evasion, lobbying of
interests by powerful and sustainable industries
(benefits received: agriculture, forestry and
fisheries — UAH 0.2 billion, processing industry —
UAH 5.32 billion, trade, maintenance of motor
vehicles and motorcycles — UAH 7.71 billion, in
2019 the total share of these industries in GDP
was 38.41%), as well as the use of tax benefits in
“political bidding”.

Careful accounting of taxpayers is defined
as the basis for high-quality and reliable
tax control. Since 2016, there has been a
steady trend towards an increase in the total
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number of registered taxpayers in Ukraine: in
2016 — 2700 thousand, in 2017 — 3340 thousand, in
2018 -2271.1 thousand, in2019 3126 thousand,
and in 2020 — 3144.6 thousand. However,
analytical data showed that this growth was
caused by a constant increase in the number of
payers of personal income tax.

For other taxes, the number of payers is
decreasing. It was found that the number of
taxpayers subject to tax control decreased
between 2016 and 2020. In 2016, tax control
(scheduled inspections) covered 4200 payers,
in 2017 — 4834, in 2018 — 5300, in 2019 — 6632,
in 2020 — 1940.

At the same time, an increase in the number of
taxpayers who violated tax legislation was noted
during these years (Table 1).

If in 2016 there were 35.4 thousand or 63.6%
of the audited, in 2017 - 28.3 thousand or 64.8%,
in 2018 — 28.6 thousand or 69.3%, in 2019 —
43.7 thousand or 71%, in 2020 — 32.6 thousand
or 73%.

The results of the study showed that a
decrease in the number of tax audits in Ukraine
caused an increase in the number of violators of
tax legislation. As a result of the analysis of the
effectiveness of tax control over the collection of
taxes by individual entrepreneurs, it was found
that for the period 2016-2020 the number of tax
law offenders increased from 42.1% in 2016 to
49.6% in 2017. In 2018-2020, this share was
respectively by years 55.7%, 55.4% and 75.9%
of the total number of audited.

The calculations determined the average
percentage of violations committed by payers
in the collection of certain taxes in 2016—2020:
62.7% on VAT, 60.3% on income tax, 52.5%

on excise tax, 26.9% on property tax, 46.74% —
on personal income tax, 55.7% — on other taxes
and fees.

Assessment of the macroeconomic situation
in the regions with the analysis of tax revenues of
industrial enterprises, trends in the development
of the tax base and development of changes
in tax legislation will create a basis for sound
budgeting, as well as objective redistribution of
funds between the budgets of all levels in order
to balance the budget security of the regions.

The work should take into account the
modernization and formation of a new system of
inter-budgetrelations based on abalanced division
of revenues and expenditures of budgetary
funds between the state budget and budgets in
the regions. With such a delineation of planned
revenues between the budgets of all levels, there
will be an interest in the most complete and timely
collection of taxes, increasing the tax potential
at each level of the budget system [2]. Such an
approach to the distribution of financial aid from
the state budget will allow attention to those
regions where the tax potential of the region's
industrial enterprises does not allow to cover the
minimum necessary budget expenditures.

Unfortunately, the indicators of the tax
potential of industrial enterprises in the region, the
collection of taxes and fees and the methodology
for calculating the tax base, on which the target
revenue indicators of the budgetary system are
based, are still not recognized by economic
statistics. The uncertain status of these indicators
reduces the efficiency of the fiscal process.
It is understandable that a decline in average
tax revenues of at least a few per cent results in
significant tax shortfalls. Therefore, indicators

Table 1

The proportion of payers found to be in violation of the tax legislation in relation
to the total number of inspected by the state tax service of Ukraine in 2016-2020, (%)

Year! o016 | 2017 | 2018 | 2019 | 2020
Name of the payment to the budget
Taxes.anq payments of enterprises, institutions, 63,6 64.8 69.3 71,0 73.0
organizations
of them:
Income tax 51,2 51,6 58,4 63,9 76,2
VAT 55,3 57,8 66,1 69,2 65,1
Excise tax 43,1 43,5 51,6 50,1 69,3
Property tax 23,9 24,7 27,5 31,6 26,9
Personal income tax 27.9 41,6 483 52,8 63,1
Other taxes and fees (including single tax of groups [, IT) | 42,1 49,6 55,7 55,4 75,9

Source: calculated by the authors
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of the tax potential of industrial enterprises and
their estimation methods should be considered as
full instruments of fiscal planning and statistical
accounting [8].

The choice of an indicator that highlights
the potential for balancing fiscal revenues is
complicated by the lack of reliable statistics in
the local database: data are often inaccurate or
not available at all. The approach to assessing the
tax potential of industrial enterprises in the region
through actual revenue collection is considered
completely incorrect; in practice, there is a gap
between the amount of actual revenue from
industrial taxes and the potential ability to
balance fiscal revenues. For example, regions
with equal industrial tax potential can collect
different amounts of revenue through different
tax rates or different performance of public tax
administrations in those regions. Fiscal revenue
is also affected by the level of tax discipline
among industrial taxpayers themselves.

Attention should be paid to the need to improve
the current scheme of tax reporting, which reflects
the balanced results of tax revenues of industrial
enterprises and reimbursement of fines and
penalties to the accounts of taxpayers. Therefore,
in addition to budget execution, it is necessary
to consider data on the amount of money that
will be returned to taxpayers' accounts during the
reporting period, using data received from the
territorial bodies of the State Treasury.

The problem of finding reserves to increase
the tax revenues of industrial enterprises in the
State budget of Ukraine is constantly relevant.
This is due to many reasons, the main of which
are as follows [5].

First, the State budget of Ukraine has been
operating for many years with a certain deficit of
funds, which is covered either by an increasing
in the State debt or by money issuance. From the
perspective of long-term development of public
finance, these deficit-covering instruments are
not optimal, as they may have some negative
$0Ci0-economic consequences.

Secondly, the economy of Ukraine, according
to numerous studies of domestic scientists, even
with the current level of taxation of industrial
enterprises has a significant tax potential, which
the state is not able to fully use to have a balanced
budget.

In connection with these and other circu-
mstances, the problem of quantitative assessment
of the tax potential of industrial enterprises in
the region, rather than its quantification, i.e. the

quantitative expression of qualitative attributes,
must be studied and solved.

Thus, the tax potential of industrial enterprises
of the region can be considered, first of all, as
an integral characteristic of modern state of
social and economic development of the state;
secondly, as an opportunity to mobilize financial
resources in favour of the state, which is used
today and can be used in the future, in developing
the tax strategy of the state development on an
alternative basis, taking into account the interests
of expanded reproduction of industrial enterprises
production, financial support of transformation,
etc.; third, the state’s tax potential allows it to
be viewed as a separate and important area of its
economic development research.

Conclusion. The study of the prerequisites
for assessing the tax potential of industrial
enterprises has made it possible to identify a
number of major problems, with the following
main problems:

1) the problem of monitoring and evaluation of
the tax potential, which lies in the imperfection of
determining the size of the shadow economy as a
broad tax base. Its essence is that the phenomenon
of shadow economy itself, its content, nature,
sources of emergence are not deeply studied,

2)the problem of imperfect methodology of
estimation of the industrial enterprises’ tax potential,

3)the problem of lack of methodological
support for assessing the tax potential of industrial
enterprises;

4)the problem of developing a comprehensive
assessment of the total tax potential of industrial
enterprises, taking into account the probability of
income by type of tax and determining the potential
for fulfilment of obligations for each of them;

5)the problem of the lack of methodological
support for the estimation of tax potential of
industrial enterprises and absence of proper tools
for the estimation of tax potential.

Thus, one of the important tasks, the decision
of which is currently to be taken by the state
and, to a greater extent, by the regions, is the
construction of a scientifically grounded system
of forecasting and planning of tax revenues to
budgets of all levels on the basis of formation
and comprehensive evaluation of tax potential
of industrial enterprises. We believe that the
emphasis in its implementation should be shifted
not toward achieving the maximum tax “return”,
but toward the re-introduction of tax revenues
taking into account macro-, meso- and micro-
economic interests.
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