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PERFORMANCE ASSESSMENT OF REFORM IN THE FIELD
OF ENSURING UKRAINE'’S TAX SECURITY

Abstract. During the period of 2014-2019 Ukraine experienced many tax changes,

which concerned the optimization of the tax system to overcome threats to tax security
in the field of tax payment, filling of the state budget and tax administration. Changes
in the tax system have significantly affected the amount of tax revenues, but there
is uncertainty about their effectiveness in ensuring tax security. The purpose of the
article is to quantify the level of effectiveness of tax reforms in order to ensure tax
security. Based on the analysis of publications in 2016-2019, major tax reforms in
Ukraine were studied and the indicators that assess the effectiveness of reforms in
the field of tax security were selected. The analysis of indicators of efficiency of
administration and tax burden in Ukraine, Georgia and Poland in 2008-2019 is
carried out. It is determined that there has been a reduction in the risks of tax evasion
and the risks of non-payment of taxes due to improved tax administration. In general,

the time for tax administration in Ukraine was significantly reduced and this was
the most drastic change. In 10 years, the time of preparation and payment of taxes
(hours) has been reduced from 860 hours to 328 hours! As a result, the risks of tax
evasion in Ukraine have decreased due to the reduction of the tax burden on business;
the administration of taxes and contributions has become more efficient, which
reduces the risks of tax evasion. These indicators affected the amount of tax revenues

and relative indicators of the tax burden. Tax revenues (% of GDP) in Ukraine
increased by 2.27% of GDP. This means that the efficiency of tax revenue
administration has improved, which has a positive effect on the level of tax security.

As a result, the tax system has become more transparent.

Keywords: tax security, reform efficiency, tax administration, tax security
indicators.
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OLIHIOBAHHA E®EKTHUBHOCTI PEOOPMYBAHHA
Y C®EPI 3ABE3NEYEHHSA MOJATKOBOI BE3INEKU YKPAIHU

Awnorauisi. BucsimaeHno snius peghpopmyBanHs nooamkoBol CUCIeMU HA PIBEHD
nodamkosoi be3neku Yxkpainu. AoBedeHo epekmusHicmb pedhopm y KOHMEKCI
CKOpOHeHHS PU3UKIB YXUAEHHA BIO CHAAMU NOOAMKIB Ma iX HeCNAamu Hepe3 He-
epexmusHe aominicmpysamns. CucmemMamu3oBaHo 0CHOBHI NOOAMKOBI pedhopmu
ma KAK40Bi NOKA3HUKY epeKmusHocmi nodamkosux pedpopm. OyieHi iHOUKa-
mopu nodamxoBoi be3neku cBiOHAmMb Npo iCHYBAHHA PUSUKIB, SKi CHIOCYIOMbCA
BUCOKO20 PIBHS NOOAMKOBO2O HABAHMAWEHHS NOPIBHAHO 3 IHUUMU KPAITHAMU.
BooHouac 3’scoBano, w0 pe3yrbmamuBHicb AOMIHICHPYBAHHS NOOAMKOBUX
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HA0X00)eHb NOKPAUWUAACS, | Ye NO3UMUBHO NO3HAYUAOCS HA PIBHI NOOAMKOBOL
be3nexu. Ak HAcAIOOK, cucmema ono0amKkyBaHHs CHAAA NPO30PIULOR), NIOBUULU-
Adch eheKmuBHicmo pobomu no0amKkoBUX OP2aHiB.

KaAo4oBi cAoBa: mopaTkoBa Oesmeka, epeKTUBHICTb peOpMyBaHHs, aAMi-
HICTpYBaHHSI IOAATKIB, IHAMKATOPY ITIOAQTKOBOI O€3IeK.
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OLEHKA 3®®EKTHUBHOCTH PEGOPMUPOBAHUA B COEPE
OBECITEYEHHA HAJIOTOBOM BE30IACHOCTHU YKPAUHBI

Annoranus. OcseujeHo BAUAHUE PePOPMUPOBAHUSL HAA020BOLL CUCHIEMbL HA
YPOBEHb HAA020B0LL be30nacHocmu YkpauHvt. AoKa3aHa shpekmusHocmb pedpopm
B KOHMEKCIE COKPAUSCHUS PUCKOB YKAOHEHUSI O YHAGIDbL HAA020B U UX HEYNAd-
ML U3-3a HeaPPeKmuBHo20 aOMuHUCmpupoBarus. CUCeMamu3upoBaHvl oc-
HOBHbLE HAA020BbIE PehopMbL U KAIOUEBbIE NOKA3AMEAU IPPEKIMUBHOCINU HANO-
208bLx pegpopm. OyeHeHHbie UHOUKAMOPbL HAA020BOLL 6e30NACHOCHIY CBUOeeAD-
CMBYIOM O CYULeCMBOBAHUY PUCKOB, KACAIOWSUXCS BbICOKO20 YPOBHS HAA020BOL
Hazpy3Ku no CPABHEHUIO C OPY2UMU CIpPAHamu. B mo e Bpems ycmanosaeHo, 4mo
Pe3YAbIMAMUBHOCHIL AOMUHUCHIPUPOBAHUSL HAAO20BbIX NOCHIYNAEHULL YAYHULU-
AACh, U 3O NOAOHUIMEALHO CKA3ANA0CH HA YPOBHE HAA020B0LL be3onacHocmu. Kax
caedcmBue, cucmema HaA0200010eHUs cmMad 60Aee NPO3PAHHOL, NOBbLICUAACH
appexmusHOCmb pabomvL HAA020BbLX OP2AHOB.

KAmo4yeBble cAOBa: Haaorosas 0e30macHOCTb, 3G deKTUBHOCTD pedopmu-
POBaHMs, AAMUHUCTPUPOBAHIE HAAOTOB, MHAVKATOPbI HAAOTOBOII 6€30I1aCHOCT.

During the period of 2014—2019, many changes were implimented in Ukraine
concerning the optimization of the tax system to overcome threats to tax security
in terms of paying taxes, filling the state budget and tax administration. These
changes have significantly affected the amount of tax revenues, but there is
uncertainty about their effectiveness in the field of tax security.

Problems of reforming fiscal policy and the tax system in the context of
economic security are studied in the works of T. L. Iefimenko [1; 2], S. S. Gasanov
[3; 4], A. M. Sokolovska [5; 6]. The works of such scientists as N. A. Vakhnovska,
& O. L. Oleksyuk [6], T. O. Goloyadova [7], O. M. Reznik [8], V. V. Martynenko [9],
I. 1. Podik [10], T. V. Paliichuk, S. V. Petrukha, & N. M. Alekseienko [11], T. O. Meli-
khova, & O. V. Troyan [12], Ye. Y. Kuzkin, Ya. V. Kotljarevskyj, O. V. Shyshko [13]
and others have been devoted to the study of the effectiveness of reform and the
impact of tax reforms on the level of tax security. However, their works focus mainly
either on tax reforms and quality methods of assessing their effectiveness, or on
assessing tax security indicators. This necessitates the study of all of these mentioned
above subjects as a whole. A study of scientific publications during 2016-2019 shows
that there are gaps in the relationship between tax reforms and tax security. The
subjects of researches mainly are: 1) reforming, optimization and efficiency of the
tax system, priority areas of reform; 2) ensuring the tax security of Ukraine in terms
of reforming the tax system; 3) study of the tax burden and its relationship with the
level of tax security of the enterprise; 4) legal principles of tax security, assessment
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of indicators of the state of tax security. This requires determining the level of
dependence between tax reforms and the level of tax security.

The purpose of this article is to quantify the level of effectiveness of tax reforms
to ensure tax security.

Tax security is an integral part of financial security, which provides links with
the budget in the form of paying taxes and fees to state and local budgets, obtaining
loans and paying interest on them, obtaining budget refinancing, etc. [13, p. 34].

Tax security is a state of protection of the tax system and its institutions, which
ensures harmonization of taxation processes and guaranteed uninterrupted receipt
of tax payments to budgets (state and local ones), resulting in sufficient financial
potential to protect the tax interests of the state, business and society from potential
threats. external and internal environment [15, p. 58]. Considering the fiscal
decentralization, the issue of studying the effectiveness of reforms in the field of
tax security of Ukraine is particularly relevant.

Tax security is provided by law enforcement agencies, in particular: the tax
police, the counterintelligence unit of the state in the field of economic security of
the SSU (Security Service of Ukraine), the Department of Economic Protection of
the National Police of Ukraine, etc. [9, p. 104]. Considering that the subjects of tax
security are the state and taxpayers, we distinguish tax security of the state and tax
security of taxpayers in the system of tax security, respectively [7, p. 210].

Tax reform in 2015 was one of the most anticipated reforms for business and
investors in Ukraine. With the implementation of tax and budget reforms at the
end of 2014 the procedure for forming local budgets, aimed at strengthening the
budgets of regional development, underwent significant changes, which was to be
the key to overcoming the depression of the territories. Radical changes in the
taxation of legal entities and individuals were designed to simplify and reduce the
cost of the tax administration system. In fact, some taxes were not abolished
completely, but only transformed on a two-in-one basis: for example, the fixed
agricultural tax became Group IV of the single tax. Taxes have become less, but
the complexity of their administration, in the opinion of taxpayers, has not affected
the simplification of doing business in Ukraine [15, p. 58].

In October 2015, a group of people's deputies of the VIII-th convocation registered
the Draft Law on Amendments to the Tax Code of Ukraine on Tax Liberalization.
Some of its provisions are reflected in the following amendments to the Code and
some other legislative acts of Ukraine. The main innovations were concerning:

— value added tax (VAT): improvement of the procedure for its reimbursement
and introduction of official publication of information on reimbursement
from the budget in the form of a register; prohibition on cancellation of the
amount of tax credit on formal grounds and improvement of the system
of protection of a conscientious payer from untimely registration of tax
invoices / adjustments; establishing a mechanism to prevent the use of
artificially created tax credit by enterprises; settlement of technical issues
of EAS functioning (electronic administration system) — establishment of
a single base rate of 18% (instead of two current rates of 15 and 20%);

— single tax (simplified taxation system): reduction of annual income for I1I-d group
of taxpayers from 20 million UAH to 5 million UAH and increase of rates from 2
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to 3% (for VAT payers) and from 4-to 5% (for VAT non-payers); 1.8 times increase
of the single tax rates for the IV-th group of payers (agricultural enterprises);

— corporate income tax: cancellation of advance payments; introduction of a
quarterly reporting period for enterprises whose annual income from any
activity exceeds 20 million UAH;

— excise tax: introduction of the system of electronic administration of fuel sales
(introduced excise invoice, which will be formed in the implementation of
all operations for the sale of fuel in the domestic market); change of the unit
of measurement of fuel from kilograms to liters, brought to a temperature
of 150° C, for which excise tax rates are set (European practice);

— real estate tax: increase the marginal rate from 2 to 3% of the minimum wage
per 1 sq. Km. m of total area of residential and non-residential real estate; setting
an additional rate of 25 thousand UAH for the following real estate: apartments
with an area of over 300 square meters, houses — more than 500 square meters;

— environmental tax: reduction of rental rates for the use of subsoil for the
extraction of minerals;

— single social contribution (SSC): increase of the maximum size of the accrual
base from 17 to 25 minimum monthly salaries; abolition of SSC deducted
from wages (income) of workers (individuals) [15, p. 60—61].

The following tax reforms were carried out:

e measures were presented to counteract the reduction of the tax base and the
movement of income abroad and a group was formed to prepare relevant
Drafts of the Law;

e approaches have been developed to the establishment of the Financial
Investigation Service to combat financial crimes;

e a number of problems with the taxation of second-hand goods have been
settled, including the application of the marginal scheme of VAT collection
during the sale of heterogeneous second-hand goods purchased from persons
who are not VAT payers (Law of 12.04.2016 Ne 1084-VIII);

e in order to facilitate the availability of vehicles for the period up to December
31, 2018, the rates of excise tax on vehicles in use were reduced to the level
of rates on new cars (Law of 31.05.2016 Ne 1389-VIII);

e the non-taxable amount of pensions was increased to 10 sizes of subsistence
minimum and the rate of 18% was approved, which is taxed on the amount
of excess (Law of 02.06.2016 Ne 1411-VIII);

e a budget subsidy was introduced to stimulate the production of agricultural
products and the development of agricultural producers and the special VAT
tax regime applied by such producers was abolished;

e asingle public register of applications for VAT refunds has been introduced,
which will help reduce corruption;

e tax inspections have been reoriented rather to taxpayers service;

e registration of individual tax consultations was introduced in a single database
(18, p. 53].

Among the important reforms are the following ones: amendments to the Tax

Code of Ukraine in order to ensure the balance of budget revenues in 2018;
introduction of production equipment import until January 1, 2020 with installment
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payment of VAT during a period of up to 24 months; creation of a Unified database
of valuation reports to prevent understatement of the tax base (estimated value)
during the sale of real estate; abolition of restrictions on the application of land tax
exemption to individuals with one plot of land from January 1, 2018; establishing
the responsibility of regulatory authorities; clarification of the conditions of VAT
exemption for software suppliers [8, p. 44—45].

The system of indicators of tax security is important as a mean (tool) of
preventing critical situations, achieving the goals of safe development. The scientific
literature identifies a number of indicators of tax security:

— tax burden, excess tax burden, coeflicient of elasticity, effective tax rate,

pareto efficiency — K. Zakharova [19, p. 36];

— level of tax burden (%) and share of taxes in the structure of the state
budget (%) — O. B. Tymoshenko [20, p. 36];

— the level of tax burden on the economy and the ratio of tax debt to GDP —
A. V. Martyniuk and O. Baranetska [21];

— theratio of tax revenues to the consolidated budget; the ratio of tax revenues to
real and nominal GDP; the ratio of direct and indirect taxes; the ratio of indirect
taxes to the level of consumer prices; tax debt indicator; tax rate indicator;
the ratio of VAT to tax revenues — S. M. Astuek, 10.0. Legenchuk [22, p. 224];

— stability and effectiveness of tax legislation, level of trust to the government,
existing of corruption, shadowing of the economy, qualified personnel in the
field of taxation, level of tax culture, efficiency of tax administration, efficiency
of tax control, share of taxes in GDP and total state budget revenues, level of
preferential taxation, the ratio of direct and indirect taxes — I. O. Tsimbalyuk [23];

— the level of concentration of tax revenues in state budget revenues; the
level of concentration of tax revenues from foreign trade activities in state
budget revenues; the level of taxation on the country's economy; the level
of losses of the state budget from preferential taxation; the level of tax debt
of taxpayers; the coefficient of effectiveness of the administration of tax
revenues; coefficient of elasticity; efficiency of tax control (coefficient of
efficiency of control measures; coefficient of effectiveness; coefficient of
quality of control measures; coefficient of efficiency of control measures);
payback ratio of fiscal authorities; the coefficient of investment return of tax
benefits of enterprises with investments; the coefficient of efficiency of the
use of tax benefits by enterprises with investments; level of shadowing of
the economy (% of GDP) — L. S. Lutsenko [24, p. 161].

To assess the state of tax security of Ukraine A. Kovalenko [15] determines the
following indicators: the share of taxes in GDP and total budget revenues; the level
of preferential taxation; the ratio of direct and indirect taxes; volumes and structure
of tax revenues to the state, regional and local budgets; efficiency of tax rates; the
level of tax burden on businesses, etc.

A. S. Poltorak, I. O. Malinovskaya, & V. A. Polozenko [18, p. 41] distinguish
the following indicators of the state of tax security of Ukraine:

1) indicators of tax revenues to the general fund of the state budget: VAT,

corporate income tax, excise tax, payments, control over which is carried
out by the customs of the State Fiscal Service;
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2) the degree of implementation of indicative indicators of budget VAT refund,%;

3) the share of the balance of unreimbursed VAT amounts in the amount of

nominal GDP,%;

4) the share of tax debt of taxpayers to the Consolidated Budget of Ukraine in

the amount of nominal GDP,%;

5) Total Tax Rate (Doing Business),%.

Considering the systematization of indicators of the effectiveness of tax security,
the indicators have been selected for evaluation that most fully characterize the
changes and allow comparing the effectiveness of reforms in Ukraine with other
countries for the same period.

The Table 1 shows the dynamics of indicators of administrative efficiency and
tax burden in Ukraine, Georgia and Poland in 2008-2019. The data is selected
taking into account the availability of information in the World Bank database for
these three countries. In general, the time for tax administration has decreased in

Table 1
Dynamics of indicators of efficiency of administration and tax burden in Ukraine,
Georgia and Poland
Indicator / country 2008 | 2015 | 2016 | 2017 | 2018 | 2019 dAbS.Oh.‘te
eviation
Georgia
Time of preparation and payment
of taxes, hours 387 362 270 269 220 216 -171
Income tax, % of commercial profit | 14,1 | 14,3 | 14,3 | 143 | 7.8 7,8 -6,3
Labor tax and other contributions,
% of commercial profit 22,6 0 0 0 0 0 -22,6
Number of taxes, units 30 5 5 5 5 5 -25
Total tax and contribution rate,
% of profits 38,6 164 | 16,4 16,4 9,9 9,9 -28,7
Poland
Time of preparation and payment
of taxes, hours 420 | 269 269 258 334 334 -86
Income tax, % of commercial profit | 16,7 | 14,5 | 14,5 | 145 | 14,5 | 145 -2,2
Labor tax and other contributions,
% of commercial profit 27,1 | 24,8 | 249 25 252 | 253 -1,8
Number of taxes, units 41 7 7 7 7 7 -34
Total tax and contribution rate,
% of profits 45,1 | 40,3 | 40,4 | 40,5 | 40,7 | 40,8 -4,3
Ukraine
Time of preparation and payment
of taxes, hours 860 346 356 328 328 328 -532,5
Income tax, % of commercial profit | 12,3 9 8,7 11,9 11 10,2 -2,1
Labor tax and other contributions,
% of commercial profit 43,3 | 43,1 | 43,1 | 24,8 | 29,6 | 338 -9,5
Number of taxes, units 147 5 5 5 5 5 -142
Total tax and contribution rate,
% of profits 57,2 52,2 52,3 37,8 41,7 45,2 -12

Compiled for: [22; 24; 25; 30; 31].
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all countries, but the more drastic changes have taken place in Ukraine. In 10 years,
the time of preparation and payment of taxes (hours) was reduced from 860 to 328
hours. This means that the efficiency of tax revenue administration has improved,
which has had a positive effect on the level of tax security. At the same time, this
indicator remains higher compared to Georgia (216 hours). It can be assumed that
the taxation system in Ukraine has become more transparent, the work of the fiscal
service more efficient.

Income tax (percentage of commercial profit) in Ukraine decreased by 2.1%,
in Georgia — by 6.3%, in Poland — by 2.2%. At the same time, the income tax in
Ukraine is lower than in Poland, but higher than in Georgia. Tax on labor and other
contributions (% of commercial income) in Ukraine decreased by 9.5% (from 43.3
to 33.8%), in Poland — by 1.8%, in Georgia — by 22.6%. This means that in Poland
and Georgia the level of tax burden on enterprises is lower, and consequently, the
level of tax security is higher due to the reduced risk of tax evasion. The number
of taxes decreased in Ukraine by 142, in Poland — by 34, in Georgia — by 25. At the
same time, the total rate of taxes and contributions in Ukraine is the highest —
45.2%, despite a reduction of 12%; in Poland — 40.8% (-4.3%), in Georgia — 9.9%
(a decrease of 28.5%).

The analysis of the dynamics of these indicators shows positive changes in
the field of tax security of Ukraine, namely: reduced risks of tax evasion due to
the reduction of the tax burden on business; administration of taxes and
contributions has become more efficient, which reduces the risks of tax evasion.
These indicators affected the amount of tax revenues and relative indicators of the
tax burden (Table 2).

Tax revenues (% of GDP) in Ukraine increased by 2.27 percent, in Georgia
decreased by 2.07%, in Poland — by 0.72%. Taxes on income, profits and capital
gains in Ukraine increased by 141.17 billion hryvnias, while in Georgia — by
1.80 billion GEL, in Poland — by 29.26 billion zlotys. Taxes on income, profit and
capital gains as a percentage of corporate income in Ukraine increased by 2.7%, in
Georgia — by 1.3%, in Poland — decreased by 2.32%. The share of income tax is the
highest in Georgia — 34.11%, in Ukraine — 16.36%, in Poland — 13.00%. Taxes on
income, profit and capital gains are the largest source of budget for Georgia (37.28%
of total taxes), in Ukraine the share in total taxes is 26.30%, in Poland — 25.79%.
Thus, taxes on income, profits and capital gains are an important source of filling
budgets and can pose tax security risks.

Conclusions and perspectives for further research:

Assessing the effectiveness of tax security reforms shows a reduction in the
risks of tax evasion and the risks of non-payment of taxes due to improved tax
administration. The time for the tax administration in Ukraine has significantly
decreased (for 10 years the time of preparation and payment of taxes has decreased
from 860 to 328 hours). This means that the efficiency of tax revenue administration
has improved, which has a positive effect on the level of tax security. As a result,
the taxation system has become more transparent, and the work of the fiscal service
has become more efficient.

The further improvement of tax administration is required to reduce the risks
of negative impact on tax security. The strengthening of control over the activities
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Table 2
Dynamics of relative indicators of the tax burden in Ukraine, Georgia and Poland
Indicator 2008 | 2014 | 2015 | 2016 | 2017 | 2018 é\bs."l‘.‘te
eviation
Georgia
Tax revenues, % of GDP 23,81 | 22,00 | 22,25 | 22,29 | 22,06 | 21,74 -2,07
Taxes on income, profit and capital
increase, current prices
(national currency, billion) 1,81 | 2,62 | 3,08 | 3,03 | 3,28 | 3,61 1,80
Taxes on income, profit and capital
gain, % of income 32,81 | 35,23 | 37,67 | 35,36 | 33,67 | 34,11 1,30
Taxes on income, profit and capital
increase, % of total taxes 39,86 | 38,25 | 40,77 | 37,99 | 36,51 | 37,28 -2,58
Customs and other import duties,
% of tax revenues 1,14 1,39 0,92 0,88 0,80 0,76 -0,39
Other tax revenues, % of income 1,66 | 033 | 0,32 | 6,14 | 0,65 | 1,09 -0,57
Poland
Tax revenues, % of GDP 18,16 | 15,53 | 15,69 | 16,25 | 16,80 | 1745 | -0,72
Taxes on income, profit and capital
increase, current prices
(national currency, billion) 65,90 | 66,83 | 71,38 | 75,24 | 83,43 | 95,15 29,26
Taxes on income, profit and capital
gain, % of income 15,32 | 12,12 | 12,16 | 12,30 | 12,47 | 13,00 | -2,32
Taxes on income, profit and capital
increase, % of total taxes 28,21 | 25,01 | 2527 | 24,88 | 24,97 | 25,79 | -2,42
Customs and other import duties,
% of tax revenues 0,07 - - - - - -
Other tax revenues, % of income 084 | 0,73 | 069 | 068 | 0,67 | 0,64 -0,20
Ukraine
Tax revenues, % of GDP 17,88 | 17,29 | 20,45 | 19,63 | 20,03 | 20,15 2,27
Taxes on income, profit and capital
increase, current prices
(national currency, billion) 47,46 | 52,59 | 79,84 | 114,15| 141,95 188,62 | 141,17
Taxes on income, profit and capital
gain, % of income 13,66 | 851 | 11,15 | 1517 | 14,50 | 16,36 2,70
Taxes on income, profit and capital
increase, % of total taxes 28,02 | 19,16 | 19,63 | 24,38 | 23,74 | 26,30 | -1,72
Customs and other import duties,
% of tax revenues 715 | 4,51 | 9,81 | 4,27 | 4,00 | 3,70 -3,44
Other tax revenues, % of income 0,00 - | -008|-030]| 003 | -028 | -0,28

Compiled for: [21; 23; 26-29].

of law enforcement agencies and reducing of taxes on wages and other contributions
should be the additional ways to increase the level of tax support. Further researches
will focus on identifying factors and risks of the tax security.
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