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The tendencies of taxation in Ukraine, EU and OECD countries are investigated: the
ratio of total tax revenues to GDP, the ratio of tax revenues from corporate profits and
personal incomes to GDP, the ratio of tax revenues from corporate profits, personal
incomes and capital gains to GDP. The dynamics of socio-economic indicators of
Ukraine’s economy is also analyzed. The dynamics of technical and economic indicators
of the economy of Ukraine is analyzed and the expediency of reforming the tax system
is substantiated. It is proved that the implementation of budget tasks is not the only
indicator of the effectiveness of the tax system. It is proposed to include economic
efficiency in the list of tax principles, in the framework of global trends to strengthen
fiscal surveillance and ensure transparency and accountability of the budget and tax
sphere. The experts from the World Bank, IMF and EU structureshave formed the tools
for diagnosing financial clarity, which are carried out in accordance with the Financial
Transparency Code that is one of the keys to its effectiveness. It issuggested to assess the
main components of tax administration using the Methodology of Tax Administration
Diagnostic Assessment Tool (TADAT), which characterizes the activities of the fiscal
department for its main functions and procedures of tax administration, based on
28 indicators, each of which includes an evaluation of 1 to 4 parameters, which makes
a total of 47 evaluated parameters, thus providing the widest possible coverage of the
studied phenomenon. The proposed Diagnostic Tool is aimed not only at assessing the
institutional component of administration, but also at the transparency of payers.
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Kurouosi ciioBa:

o/1aTKOBI HaIxomkeHHs, BBII,
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aJIMiHICTPYBaHHS TTOIATKIB —
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Jocmimkeno TeHIeHHii omomaTkyBaHHS B Ykpaimi, kpaiHax €C Tta OECP:
BIJIHOIIIEHHs 3arajbHUX ITOJATKOBHMX HaaxomkeHb 10 BBII, BigHomeHHS
MOJIaTKOBHX HAJIXO/KEHb BiJ NPHOYTKY MIiANPUEMCTB Ta JOXOMIB T'POMAJISH
mo BBII, BigHOIICHHS MMOJATKOBHX HAIXOMKCHb BIJl NPHOYTKY IMiANIPUEMCTB,
JTOXOMIB TPOMAJSIH Ta OXOAIB Bix mpupocty Kamitamy mo BBIL. IIpoanamizoBano
TAKOX JIMHAMIKY COLIaJIbHO-€KOHOMIYHUX TIOKa3HUKIB EKOHOMIKM YKpaiHH.
[TpoananizoBaHO TMHAMIKY TEXHIKO-EKOHOMIUHHX ITOKA3HHUKIB €KOHOMIKH YKpaiHu
Ta OOIPyHTOBAaHO IOUUIBHICTH pedopMyBaHHS MOIATKOBOI cucrtemu. JloBeneHo,
110 BUKOHAHHSI OIODKETHHX 3aBJIaHb € HE €IMHUM TOKa3HUKOM PE3yJIbTaTHBHOCTI
TMOJIATKOBOT CHUCTEMH. 3alpONOHOBAHO BKJIIOUMTH E€KOHOMIYHY €(EeKTHBHICTB JIO
NepestiKy NPUHIMINB ONOAATKyBaHHS, B paMKax NIOOAIBHUX TEHJCHIIH 10710
MOCWIICHHS (DICKAPHOTO HAIIITY Ta 3a0e3leYeHHs MPO30pOCTi 1 IMiA3BITHOCTI
OromKkeTHO-TIOaTKOBOI cepw, daxiBisamu CaiToBoro 6anky, MB® Ta cTpykTyp
€C. CdopmoBaHO IHCTPYMEHTH JiarHOCTUKH (DIHAHCOBOI IPO30POCTI, IO
3IMCHIOIOTHCS Y BIIMOBIAHOCTI 10 Konekcy (hiHaHCOBOI IP030poCTi, sIKa € OHIEI0
i3 3amopyk ii e(eKkTHBHOCTI. 3ampONOHOBAHO IIPOBEAEHHS OLIHKH OCHOBHHX
KOMITIOHEHTIB IIOJaTKOBOTO aAMIHICTPYBaHHS 3 BHKOPHUCTaHHAM MeToauKu
qiarHoctiky  nozparkoBoro aaminicrpyBaHHsi (TADAT), ski xapakTepu3yroTh
JUSUIBHICTB (hiCKAJIBHOTO B1JIOMCTBA 32 HOr0 OCHOBHUMH (DYHKLISIMU 1 IPOLIElypaMu
a/IMIHICTPYBaHHSI ITO/IATKIB, 0a3yeThcsl Ha 28 IMOKAa3HUKAX, KOXKEH 3 SIKHX BKIIFOYAE
OMIHKY BiJ 1-T0 10 4-X MapamMeTpiB, 110 3arajioM cKinagae 47 OliHIOBAHUX TapaMeTPiB,
3a0e31euyloud, THM CaMHUM, MaKCHMaJIbHO IIUPOKE OXOIUICHHS JIOCIIPKYBAaHOTO
SIBUILA. 3AITPOIIOHOBAHUH [HCTPYMEHT /1iarHOCTUKH CIIPSIMOBAHO HE JIMIIIE Ha OLIIHKY
IHCTUTYIIHHOI CKIIaI0BOT aIMiHICTpyBaHHS, aji¢ 1 Ha TPAHCIIAPEHTHICTD TUIATHHUKIB.
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Results

Tax trends in the European Union indicate a high level of
the ratio of taxes to GDP (about in 10 percentage points GDP
exceeds those recorded in the United States and within 5 —in
Japan). Among the main European members of the OECD
(Organization for Economic Cooperation and Development)
in 2019, the highest share of taxes in GDP, respectively, in
Denmark (46.3 %), France (45.4%) and Belgium (42.9%).
Mexico (19.7 %), Chile (20.2%) and Korea (24.3 %) show
the lowest ratios. The average tax burden in OECD countries
in 2019 amounted to 34.5% of GDP and in recent years has
a steady upward trend (Table 1).

If we take into account only the data on corporate
income tax and personal income tax, their share in GDP
is lowest in Slovakia (3.8 % of GDP, which is twice less
than the OECD average) and Turkey (3.8% to GDP),
the largest — in Denmark — 24.3 %, which is three times
higher than the average for OECD countries [3]. The
corresponding indicator for Ukraine is above the average
value for OECD countries — 9.9 %, which is 1.6 percentage
points higher than the OECD average (Table 1).

As the volume of GDP in Ukraine is relatively low,
the real tax burden is more significant, mainly in the field
of personal income taxation, because there is no socially
just and economically reasonable non-taxable minimum
income in Ukraine.
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It is believed that countries that redistribute more of
their GDP can provide better competitive conditions on
their territory and social justice. Thus, it is important for
Ukraine not only to form a balanced tax system that is
attractive for raising capital and their subsequent taxation,
but also to establish competitive parameters of the tax
system, taking into account the requirements of inclusive
development. For such a large country in terms of territory
and population, one of the defining areas of tax and
budget reforms is to assure equal conditions in taxation
and its fairness, the conditions of budget redistribution to
ensure further development of human capital, increase of
commercial, medical and social infrastructure.

The political foundations of sustainable growth create
an environment for significant investment, job creation,
competition, resource transfer, social protection, justice
and inclusiveness. According to the Growth Report [4],
no country has been able to sustain rapid economic
growth without maintaining significant public investment
in infrastructure, education and health. In the tables 2
and 3 present data on the dynamics of socio-economic
indicators of the economy of Ukraine for the period
from 2000 to 2019 including. The data are presented
separately in these tables due to certain changes about the
occupied territories.

As can be seen from Table 2 against the background
of reforms in Ukraine (since 2011), including in the

Table 1 — Tax trends in some EU and OECD countries

Country
Years Ukraine | Poland | Slovakia | Turkey | The USA | Japan | Germany | France | Denmark | Belgium | averageinOECD
The ratio of total tax revenues to GDP, %
2012 36,4 32,0 28,8 24,8 24,0 28,2 36,8 44,4 45,5 44,3 33,1
2013 35,4 31,9 31,0 25,2 25,6 28,9 37,0 45,4 45,9 45,0 33,4
2014 23,2 31,9 31,9 24,5 25,9 30,3 36,8 45,4 48,5 44,8 33,6
2015 32,8 324 32,7 25,0 26,2 30,7 37,3 45,3 46,1 44,1 33,7
2016 32,8 334 33,3 25,1 25,8 30,7 37,7 45,4 45,5 43,3 34,4
2017 34,1 34,1 34,2 24,7 26,7 31,4 37,8 46,1 45,8 43,8 34,2
2018 33,3 35,2 34,3 24,0 24,4 32,0 38,5 45,9 44.4 43,9 34,3
2019 32,5 35,4 34,7 23,1 24,5 no data 38,8 45,4 46,3 42,9 34,5
The ratio of tax revenues from corporate profits and personal incomes to GDP, %
2012 8,4 no data 2,9 3,6 8,6 5,2 9,4 8,0 233 12,3 8,1
2013 8,4 no data 2,9 3,5 9,3 5,5 9,6 8,4 25,1 12,8 8,2
2014 7,3 no data 3,0 3,6 9,2 5,7 9,6 8,5 26,3 12,9 8,3
2015 7,0 no data 3,1 3,6 9,6 5,8 9,9 8,5 25,4 12,4 8,4
2016 8,3 no data 3,3 3,7 9,6 5,7 10,0 8,5 242 12,0 8,3
2017 8,7 no data 3.4 3,6 9,4 5,9 10,3 8,6 24,4 11,9 8,4
2018 9,4 no data 3,6 3,7 9,0 6,1 10,5 9,4 24,1 11,9 8,5
2019 9,9 no data 3,8 3,8 9,2 6,1 10,6 9,6 243 11,4 8,3
The ratio of tax revenues from corporate profits, personal income and capital gains to GDP, %

2012 8,5 6,5 5,5 54 11,2 8,8 11,1 10,6 28,2 15,4 11,0
2013 | no data 6,3 6,0 5,1 12,0 9,4 11,4 11,1 28,8 16,0 11,1
2014 7,4 6,3 6,5 5,2 12,4 9,6 11,4 10,8 31,7 16,0 11,2
2015 7,1 6,5 6,9 5,1 12,7 9,6 11,6 10,6 29,2 15,7 11,2
2016 8,4 6,7 7,0 5,3 12,3 9,4 12,0 10,6 28,6 15,4 11,3
2017 8,8 6,9 7,1 5,3 12,0 9,6 12,3 10,9 29,1 16,0 11,5
2018 9,5 7,4 7,1 5,8 11,0 10,2 12,6 11,5 27,6 16,2 11,7
2019 10,0 7,6 7,1 5,6 11,1 10,3 12,7 11,8 30,0 15,2 11,5

Source: compiled according to data [1; 2]
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Table 2 — Dynamics of socio-economic indicators of the economy of Ukraine in 2001-2013, %
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Indexes 2001 (2002|2003 (2004|2005 (2006|2007 | 2008|2009 | 2010|2011 | 2012|2013
GDP dynamics (in actual prices) 20,1 | 10,6 | 18,4 (29,1 (27,9 (23,3]32,5|31,5|-3,7[18,5[20,3| 82 | 44
GDPdynamics (inprev. yearprices) 9,2 52196 (12,127 | 73|79 |23 (-148| 4,1 | 52 | 0,2 | 8,0
Dynamics of GDP per capita (in actual prices) | 22,1 | 11,7 | 19,3 | 30,1 | 28,9 | 24,1 | 33,2 | 32,3 | -3,2| 19,0 | 20,7 | 8,5 | 4,6
Population dynamics no data| -0,8 | -1,0|-0,8 | 0,6 | -0,8 | 0,6 | -0,4 | -0,6 | -0,2 | 0,4 | -0,4 |-0,22
Dynamics of tax revenues 17,2 |1 23,6 |19,7|16,3|553(282|28,3|409 (-84 12,7 (42,8 | 7,7 |-1,8
Dynamics of public investment™® 41,0 20,9 | 81,2 (109,9|-18,6| 41,7 | 49,6 | 14,1 |-48,8| 21,3 | 57,0 | -3,3 |-47,8
Note: * — capital investments at the expense of the State and local budgets
Source: compiled according to data [5]
Table 3 — Dynamics of socio-economic indicators of the economy of Ukraine in 2011-2019, %
Indexes 2014 2015 2016 2017 2018 2019
GDP dynamics (in actual prices) 8,3 253 20,0 25,1 19,3 11,7
GDPdynamics (inprev. yearprices) -2,5 4,6 423 20,0 26,2 19,1
Dynamics of GDP per capita (in actual prices) 8,7 25,8 20,4 25,6 19,9 12,4
Population dynamics -5,47 -0,36 -0,4 -0,44 -0,51 -0,57
Dynamics of tax revenues 3,8 38,1 28,2 27,3 19,1 8,5
Dynamics of public investment™® -33,3 1447 70,4 57,6 28,7 19,3

Note: * — capital investments at the expense of the State and local budgets. Without taking into account the temporarily occupied ter-
ritory of the Autonomous Republic of Crimea, Sevastopol and since 2014 — also without part of the temporarily occupied territories

in Donetsk and Luhansk regions)
Source: compiled according to data [5]

tax sphere, there were no positive changes in socially
significant indicators, and for some parameters, their
deterioration was observed (population dynamics was
negative, as well as the dynamics of public investment).
The growth rate of GDP dynamics decreased against the
background of a significant increase in tax revenue rise,
and the paltry dynamics of GDP growth per capita occurs
against the background of a steady decline in the population
in Ukraine (last 20 years). This indicates a weak focus of
the implemented reforms on the inclusiveness of further
economic development and the disloyalty of society to the
reforms, due to distrust of the state.

As can be seen from Table 3 decline in the dynamics
of GDP since 2015, both in actual prices and in previous
year’s prices (especially significant), and the dynamics of
GDP per capita demonstrate the ineffectiveness of state
economic and social policy. The trends observed from 2016
to 2019 indicate a further decline in the economy and its
protracted nature, as the country’s economy slows down and
tax revenues fall, which occurs against the background of
decreasing population. The dynamics of public investment
in Ukraine is correlated with the dynamics of GDP in
the coming periods, those in which significant public
investment was made. This can be traced in 2005-2006,
in 2008-2009, and in 2010-2011, a similar connection can
be seen in 2012-2014. And the growth of state investments
in 2015 was unsystematic and since 2016 has a significant
downward trend. However, it should be noted that the pair
of indicators «dynamics of public investments — dynamics
of tax revenues» has a much closer relationship, while the
relationship with GDP is much weaker. This testifies that
public investment in Ukraine has had a somewhat distorted
impact and a small multiplier effect in the economy. At the
same time, it has had a significant influence on taxation,
which is anambiguous signalfor the business environment.
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We believe that the implementation of budget tasks
is not the only indicator of the effectiveness of the tax
system. We proposed to include economic efficiency in
the list of tax principles, in the framework of global trends
to strengthen fiscal surveillance and ensure transparency
and accountability of the fiscal sphere, the experts from the
World Bank, IMF and EU structures have developed tools
for diagnosing financial transparency in accordance with
the Financial Transparency Code. Clarity and transparency
of the tax system is one of the keys to its effectiveness.

Inordertoadaptthe sphere of publicfinancial management
of Ukraine to EU standards, the Center for Adaptation of
the Civil Service to the Standards of the European Union
(hereinafter SIGMA) was established within the OECD
program [6]. The Center conducted a number of evaluations
of the effectiveness of public financial management
(in 2007, 2012, and 2016) [7; 8; 9], on the basis of which
a System for evaluating the effectiveness of public financial
management (SPFM) was developed under the joint donor
program UCAID, EU, the governments of France, Norway
and Sweden, the IMF and the World Bank «Performance
Expenditure and Financial Accountability» (PEFA) [10].
In terms of fiscal transparency, this assessment includes
indicators where the main issues relate to the budget process
and budget transparence.

However, given the global risks of taxation, where
tax evasion is recognized as a global economic risk [11],
the issues of transparency in taxation, the activities of
fiscal agencies and tax control are more fully covered by
a special diagnostic tool for the tax administration system —
TADAT (Tax Administration Diagnostic Assessment Tool —
TADAT [12; 13]). It is based on (methodology, structure
of evaluated indicators, and system of their evaluation) the
same principles as for the structure of the above-mentioned
system of evaluation of the efficiency of the public
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expenditure system and financial accountability of PEFA (see
above). The tool aims to provide a standardized assessment
of the institutional effectiveness of the evaluated object and
to obtain objective information on the status of the most
important components of the national tax administration
system. Assessment of the real effectiveness of the fiscal
department in accordance with the TADAT Methodology
is in the following areas [14]: ensuring the availability of
a reliable, complete and regularly updated database of
registered payers; efficiency of the risk management system;
providing conditions for voluntary compliance with tax
legislation by taxpayers; timeliness of filing declarations and
of payment of tax liabilities; completeness and reliability
of information provided by payers in reporting; existence
of a fair, simple and accessible system for resolving tax
disputes; availability of an effective income management
system; accountability and transparency of tax authorities to
the government and the public.

According to the methodology [15], these areas
characterize the activities of the fiscal department in its
main functions and procedures of tax administration.
The assessment of their actual effectiveness is based on
28 indicators, each of which includes an assessment of
1 to 4 parameters, which makes a total of 47 evaluated
parameters, thus providing the widest possible coverage
of the phenomenon under study. Each of the parameters is
evaluated separately on a four-point scale: «A», «B», «C»
and «D», where «A» — is the highest score and means full
compliance with international best practices (which implies
a proven and reliable approach that used by most advanced
tax authorities). Given the dynamic nature of administrative
processes, best practices taken as a basis in this methodology
can be revised and replaced over time. «B» — the work of
tax authorities achieves acceptable results, relatively close
to the standards of best practice, «C» — the work of tax
authorities achieves minimum performance standards for
this parameter, «D» — is used when the conditions set for
obtaining an assessment are not met « C «, or when due to
lack of information it is impossible to establish an assessment
of the actual effectiveness of the relevant parameter.
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With the help of this assessment tool, a survey of the
tax administration systems of Jordan, Liberia, Georgia,
Zambia, Armenia, the Kyrgyz Republic, and Peru has
been conducted. According to the Action Plan for the
implementation of the Public Financial Management
Reform Strategy for 2017-2020 [16] the diagnostic tool
is aimed not only at assessing the institutional component
of administration, but also at the transparency of payers.
Thus, within certain key areas of actual performance
(hereinafter — KAAP), detailed attention is paid to
the integrity of the database of registered taxpayers
(reflected in KAAP 1), completeness and accuracy of
information provided by taxpayers in their tax returns
(reflected in KAAP 6). Transparency and accountability
of the tax authorities themselves to the government and
taxpayers is assessed within the KAAP 9 (availability of
internal control mechanisms, external oversight of fiscal
authorities, mechanism for monitoring public confidence
in tax authorities, publicity of information on activities,
results and plans) [15]. Other key areas of TADAT’s
actual effectiveness relate to the institutional capacity of
tax administrations and their methodological readiness to
properly ensure the tax administration process.

Conclusions

The functioning of tax systems largely depends on
the completeness and accuracy of the information that
taxpayers submit in their declarations. In line with global
best practices, in terms of taxpayer transparency, the main
desired outcome is that taxpayers voluntarily provide
complete and accurate information in their tax returns.
This primarily applies to declarations received from
enterprises and natural persons-entrepreneurs, because in
most cases, the taxation of income of individuals who do
not carry out business activities occurs when calculating
wages (at the source of income) and reporting is entrusted
to employers as tax agents. Therefore, the main attention
of fiscal authorities is mainly focused on tracking the loss
of tax revenues as a result of inaccurate reporting from
enterprises and entrepreneurs.
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