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I. Introduction 
Today, budget planning of high quality is difficult to 

imagine without the estimation of the abilities of 
administrative and territorial unit to fill the budget, which 
together form its fiscal capacity. 

The budgetary potential is the financial basis for social and 
economic development of the territory. The possibilities of 
realization of tasks for development of the administrative and 
territorial unit depend on the extent of budgetary potential 
and the level of its usage. It therefore determines the need for 
estimation of  budgetary potential and its components in the 
process of budget planning in Ukraine. 

II. Essence of budgetary potential 
The review of current scientific literature and research 

of scientists' vision of the essence of the category of 
"budgetary potential" [1; 2; 3] state that today there is no 
single    point of view with regards to this concept among 
scientists. At the same time, it is worth noting that the 
aforementioned research provides the opportunity to 
determine our own vision of this category. From our point 
of view, budgetary potential is a part of the financial 
capacity of an administrative and territorial unit (country, 
region, district, city, town, village), which comprises the 
total amount of funds that can be accumulated from all 
sources into the budget of the administrative-territorial 
entity for a specific period of time and under existing 
economic conditions. 

The main components of the budgetary potential are tax 
potential and non-tax potential. Tax potential is a part of 
budgetary potential of administrative and territorial unit 
(country, region, district, city, town, village), namely the 
total amount of funds that can be accumulated through 
compulsory payments (section "tax revenue" of budget 
classification) into the local budget during the particular 
period of time and under existing economic conditions. 

The non-tax potential is part of the budgetary potential 
of administrative and territorial unit (country, region, 
district, city, town, village) which is the total amount of 
funds that can be accumulated using tools, non-obligatory 
payments (all other sections of the budget classification of 
income except for the “tax revenue” section) into the local 
budget during a particular period of time and under 
existing economic conditions. 

III. Estimation of fiscal potential 
Based on international experience and the need for the 

evaluation of the budgetary potential, as well as the 
importance of using it within practice of budget planning 
in Ukraine we offer the following algorithm of estimating 
the tax potential. 

In particular, according to results of our research and 
practice of levying of tax payments, not only the 
characteristics of the tax base must be considered while 
evaluating the tax potential, but debts to the budget system of 
each type of taxes and it’s repayment of previous years 
should also be taken into account. Thus, the tax potential of 
separate tax can portray the following formula: 

ППтіj = Ніj + Діj + Недіj         (1) 

where ППтij – tax potential of the j-th obligatory 
payments in the i-th year. 
Нij – charges of the j- th mandatory payment at the end 

of the i-th year. 
Діj – additional charges on the j-th obligatory payment 

at the end of the i-th year as the result of the inspection of 
institutions which administer compulsory payments. 
Недіj – revenues that could come in at the end of the i-

th year as repayment of arrears of previous years. 
j – compulsory payment that is included in the section 

of the part «tax income» of budgetary classification [4].  
і – year for which the calculation is made. 
Taking this into the consideration, the total amount of 

tax potential of the territory in the i-th year (ППті) can be 
calculated based on the following equation which is 
proposed by us:  

ППті =  ППтіj  (2) 
where  ППтіj  - the sum of tax potential of all mandatory 
payments in the i-th year which add to the local budget. 

According to the practice of executing local budgets by 
incomes in Ukraine, there is a discrepancy between the fact 
and planned income tax payments to the treasury of the local 
community. This reflects the level of filling of budget by 
taxes. In our view, this factor should be taken into account 
during the budget planning. We suggest to consider the effect 
of this factor by the coefficient of filling (Kн) which is useful 
during planning of separate item of tax revenues as well as 
overall. The algorithm of calculating of planned separate tax 
payment  is proposed below: 

ПНплj = ПНпрj * Кнj                                (3) 

where ПНплj – income from the j-th obligatory payment 
which is planned for the next budget period. 
ПНпрj – forecasted amount of revenues from the j-th 

obligatory payments of next budget period. 
Кнj – coefficient of filling of the j-th obligatory 

payment.  
While calculating Кніj it is necessary, in our opinion, to 

take into account the actual level of income on obligatory 
payments and their comparison with the level of the 
potential revenue for each payment, i.e. with their 
potential (4). This comparison will reflect the capacity 
utilization rate of mandatory payments, or serve as a 
reflection of the level of taxes filling the budget. 

Кніj = ПНфіj / ППтіj           (4) 
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where Кніj– coefficient of filling of the j-th obligatory payment 
in the i-th year. ПНфіj – fact revenues of the j-th obligatory 
payments in the i-th budget year/ ППтij – tax potential of the j-
th obligatory payments in the i-th budget year. 

In order to improve the quality of budgetary planning 
we consider it appropriate to calculate the coefficient  of 
filling by taxes for several periods and has its average 
value Kн  taken into account when calculating the planned 
revenue next budget period. According to this, the 
average density factor taking into account the time factor 
can be counted as follows: 

T

t

і



ij

j

Kн
Kн                           (5) 

where jKн  – average rate of filling of the j-th obligatory 
payment for T years. Кнij – coefficient of filling of the j-th 
obligatory payment in the i-th year. i, …, t – years, for 
which average coefficients filling of j-th obligatory 
payments are used in the calculation jKн . T – number of 

periods (years) for which the average coefficient of filling 
is calculated. 

The average coefficient of filling of obligatory payment 
which we analyzed (land tax) for the years 2010-2014 is 
0,927. 

As a result, the formula of planned revenue of the j-th 
obligatory payment, which combines tax potential and 
budget planning , transforms into the following:  

jjj КнПНпрПНпл *                     (6) 

where ПНплj – sum of incomes from the j-th obligatory 
payments planned for the next budget period. ПНпрj – 
forecasted revenues from the j-th obligatory payments in 
the next budget period. jKн – average rate of filling from 

the j-th obligatory payment for T years. 
However, the total amount of planned revenues from 

the obligatory payments can be calculated as follows: 


k

j
jПНплПНпл      (7) 

where ПНпл – total revenues from mandatory payments 
planned for the next budget period. 
 jПНпл – the amount of planned revenues of all j-th 

mandatory payments that is planned for the next budget 
period and levied in the analyzed period.  

j, …, k – all mandatory payments, which are used in 
calculating the coefficient of filling in the i-th year. 

Conclusion 
In brief, the author proposed method (1)-(7) of tax 

potential calculation which allows to determine its extent 
and, on the basis of these data, to calculate the amount of 
planned tax revenues. Further studies will focus on 
creating methods of calculating non-tax component of 
budgetary capacity. 
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