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ANALYSIS OF INFLUENCE
OF FACTORS ON INCOME TAX
IN UKRAINE

06’exkmom docnidacenis ¢ paxmopu, 30amui npsamo abo noGuHo eNIUHYMU HA NOJAMOK HA NPUCYMOK AK Ha
JIOKALHOMY, Mak i maxpopieni. B xo0i docidcens ounamixu smin nodamxy na npudymox ¢ Yxpaini nio eniueom
PI3HUX PaKmopie BUKOPUCTNOBYBABCS AOCTPAKIMHO-L02IUHUT MeMO0, AKUM 00CII0NCERO SHAYWe Micue no0amxy
Ha npubymox 6 Hauionarviiil exonomiyi kpainu. Ompumano, wo no0amox na npubymox nionpuemcms ¢ Yxpaini
MOJNCHA XAPAKMEPUSYBAMU K ANAL0Z NOWUPEN020 6 C8IMi nodamky na npubymox xopnopauii. Ile noe’szano
3 MuM, Wo BeUK] naamHuKy nooamxie, axux menwe 1 % opuduunux ocié 6 Yxpaini 6 yiiomy, maomoy eeiuxe
Qickarvre snauenns, 3okpema, 3abesneuyioms 6auzvko 55—59 % nadxodicenvy nodamxy na npubymox do 3ee-
Oenozo 6100xcemy. Y nopienanni 3 kpainamu €C 3 2011 do 2016 poxy cmaska nodamxy na npubymox ¢ Yxpaini
snusunacs 3 25 % do 18 %, xoua doxio xpainu ne smenwuecs. Yacmra sce nodamxy na npubymox y BBII 32i0no
31 CMAMUCTRUYHUMU OAHUMU MATA MEHOCHUTI0 00 3HUICCHHS T HAOIUNCAEMbCst 00 cepedib0zo PieHs 6 Kpainax
Opeanizauii exonomiumnozo cnigpobimuuymea i po3eumxy. Poszasiuymo uunnuxu, axi eniusaiomo na nooamox
na npubdymox 6 pesyrvmami pepopm: posmip cmasku nooamxy, BBII, eumpamu na nayxoeo-mexuiuni pobomu,
06csizu PIHANCOBUX PE3YTLMAMIE SUPOOHUMUX YCTMAHOE | opzanidauiil 00 0nooamkyeanis, ix cesonui ocooau-
gocmi. lunamixa nooamxy mna npubymox icmomuo niunyla Ha eKOHOMIKY Kpainu, il 00xo0u i 2powosi nomoxu
8 pesyavmami ecix nodamxosux 3min. Cucmema onodamxyeanis nPubymxy NiONPUEMCME BUMAZAE NOOALLULOZO
pepopmysaniis w000 6CMan0BeHIL ONMUMALLHOL CMABKU CMAZHENH 3 NPUOYMKY, YCYHEHNSA He0OTPYHMOBANUX
ninve, inmezpysanis cucmemu onodamkyseanus ousidendis, a maxodc yoockonaienns aominicmpyeanns. Tax,
6 2015-2016 pokax xinvkicms nidcmas st OMpuManus niive ckopomunacs 6 4 pasu — do 24 i 22, 6ionogiono.

Shkulipa L.

Kmwouoni cnosa: nodamox na npubymox, 6100xcemii Kowmu, nOOAmKosi pegopmu, ounamixa 3pocmanns,

Qickanvia norimuxa, no0amrxosi Haoxo00NcenHs..

1. Introduction

Corporate income tax refers to a group of manda-
tory fees, which bring the largest share of income in
the state budget of Ukraine. In addition to fiscal, it
also performs regulatory and incentive functions, re-
distributing capital and influencing the development of
entrepreneurship in individual industries. The study of
the characteristics of the corporate income tax and the
modeling of its receipts is extremely important, and the
influence of the macro level is directly proportional.
The relevance of the study is explained by the modern
realities in which the need arises to constantly search
for the optimal fiscal policy, in particular regarding
capital taxation, which would correspond to the level
of development of the economic system, the stage of
capital accumulation and its distribution. Analysis of
recent publications shows that there is a problem in
the distribution of income tax between different levels
of the budget system [1], and income tax revenues are
modeling, that is, they themselves are influenced by
factors [2]. To solve these problems, the aim of research
is determination of these factors that affect the income
tax on enterprises’ profits, having analyzed the dynamics
of development and the peculiarities of this type of mo-
netary recovery in Ukraine in recent years. Therefore, the
object of research is choosing factors that can directly
or indirectly affect the income tax both at the local and
macro level.

2. Methods of research

In the course of research, general scientific and special
methods and techniques of cognition are applied. With
the help of the abstract-logical method, the significant
place of the income tax in the national economy of the
country is investigated.

The methods of analogy, the dialectical method and
the systematic approach are used to compare the tax and
its factors among other countries.

Using induction and deduction methods, factors to
improve tax policy and current reforms are justified.

The dialectical method of cognition, combined with
observation and comparison, makes it possible to prove
that the income tax significantly influenced the country’s
economy, its income and cash flows as a result of all tax
changes.

3. Research results

The dynamics of income tax on enterprises in the
budget of Ukraine during 2014-2017 illustrates the
Table 1.

As the Table 1 shows, the main regulatory impact on
the economy is provided by the value-added tax, excise
tax, corporate income tax, on personal income. The share
of corporate income tax in the structure of state budget
revenues in 2017 was 2.2 % of GDP, which is 0.1 % less
than in 2016.
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Table 1
Revenues of the consolidated budget of Ukraine for 2014-2017
2014 2015 2016 2017
Indicator
Billion USD % of GDP Billion USD % of GDP Billion USD % of GDP Billion USD % of GDP
Revenues, including: 35.06 17.7 25.66 20.6 20.33 211 23.02 21.0
corporate income tax 4.99 2.9 2.18 1.7 2.2 2.3 2.46 2.2
value added tax 23.67 11.9 15.48 12.4 13.3 13.8 15.93 14.6
excise tax 5.62 2.8 3.96 3.2 3.63 3.8 3.98 3.6
personal income tax 1.59 0.8 2.83 2.3 2.41 2.5 2.75 2.5
subsurface use fee 2.28 1.1 2.31 1.9 1.6 1.7 1.61 1.5

Note: compiled on the basis of [3] taking into account significant changes in the exchange rate in Ukraine: 2014 — 7.993 UAH for 1 USD,

2015 - 15.8543 UAH for 1 USD, 2016 - 24.7922 UAH for 1 USD,

It should be noted that the trend of income tax reve-
nues in the budget of Ukraine for the specified period
were ambiguous. The Fiscal Service of Ukraine, in its
report for 2017, explains this by fulfilling the indicative
indicator of the Ministry of Finance (the general fund of
the state budget) only by 95.3 % (Fig. 1).
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Fig. 1. Comparative analysis of the implementation of indicative indicators
for income tax in 2016-2017, billion USD (4]

This failure to fulfill indicative indicators of the Mi-
nistry of Finance’s revenues in terms of net profit (in-
come) was due to the decrease in the third quarter of
2017 of the part of the net profit (income) declared to
be paid by payers on line 09 «Part of net profit (income)
payable» of the tax calculation of the part of net profit
(income). This part of the net profit payable to the state
budget by state-owned unitary enterprises and their asso-
ciations (charges for the third quarter of 2017 amounted
to 0.07 billion dollars, which is less than the plan), as
well as the increase in tax debt on this payment [5]. In
addition to this reason, from 2011 to 2016, the income
tax rate decreased from 25 % to 18 %.

Profit tax is effectively used to regulate investment
activity, develop small business, attract foreign capital to
the country by providing various benefits to the state
and setting tax rates. According to paragraph 30.9 of Ar-
ticle 30 of the Tax Code of Ukraine [6], tax incentives
are provided by:

— tax deduction (discounts), which reduces the tax

base to the tax accrual;

— reduction of tax liability after tax accrual,

— lowering the tax rate;

— exemption from tax payment [7].

If in 2011 there were 55 grounds for receiving other
tax incentives for corporate income tax, in 2013 the num-

2017 — UAH 27.23 UAH for 1 USD

ber of grounds increased to 77. Namely: in 2014 — to 87,
and in 2015-2016 the number of grounds for receiving
benefits decreased by 4 times — to 24 and 22, respectively.

Today, corporate income tax benefits are accounted for
in two ways: <benefits that are losses of budget revenues»
and <other tax benefits». A detailed list of tax benefits
provided to enterprises in each tax year is approved by
the State Fiscal Service of Ukraine in the relevant tax
benefits directories. According to the reference book of
tax benefits No. 83/1 and No. 83/2 [7], in 2017 there
are 13 <benefits that are budget losses» and 27 <other
benefits». Including 22 benefits related to exemption from
the payment of tax participants of relevant international
agreements [8].

Therefore, after analyzing the dynamics of development
and features of the income tax in Ukraine in recent years,
it can be attributed to the factors affecting this type of
recovery from enterprises, the following:

— the size of the rate of this type of penalties;

— the volume of financial results of production insti-

tutions and organizations before taxation;

— GDP, expenditure on scientific and technical work

and seasonal features of its operation and administration.

From 2011 to 2016, the income tax rate in Ukraine
decreased from 25 % to 18 % and today is one of the
lowest among the EU countries (Fig. 2).
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Fig. 2. Dynamics of the share of income tax in GDP and tax revenues
of the consolidated budget, % (calculated according to the Treasury,
State Statistics Service (9] for 2014-2016, excluding the temporarily
occupied territory of the Autonomous Republic of Crimea and part
of the anti-terrorist operation zone (Antiterrorist operation))

As a result of tax reforms 2014-2016 — a reduction
in the tax rate, changes in the payers’ contingent, the
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list of tax benefits, and the economic crisis affected the
implementation of both the fiscal and regulatory func-
tions of income tax.

According to official data, the share of income tax in
GDP tends to decrease and is approaching the average
level in the countries of the Organization for Economic
Cooperation and Development (OECD). In 2010-2015 in
these countries, this figure was on average at 2.8 % of
GDP. It is the lowest in Estonia (0.3 % of GDP), Slovenia
and Latvia (1.5 %), Germany and Greece (1.7 %), the
highest in Norway (8.4 %), Luxembourg (4.9 %), Czech
Republic (3.4 %) [10].

As can be seen from Fig. 3, for the period from 2011
to 2016 in Ukraine, the share of income tax revenue in
GDP decreased by 1.7 points. This, among other things,
was influenced by changes in the mechanism for calcula-
ting and paying the income tax, as well as an increase in
nominal receipts from other taxes and inflation. However,
despite the complicated mechanism of tax administration
and controlling the completeness of its payment, there
are opportunities to minimize or hide objects of taxation.
Although in Ukraine this tax remains one of the four
budget-forming ones.

Corporate income tax in Ukraine can be characteri-
zed as an analogue of the corporate profits tax in the
world. Statistical data from OECD countries show that
the share of corporate tax (an analogue of domestic tax)
in tax revenues varies from country to country. It is low
in tax revenues in Finland, Hungary, Slovenia (4 % of
tax revenues), the highest in Norway (17 %), and Chile
(21 % of tax revenues) [3]. The reason for this is the dif-
ferences not only in the amount of tax, but also in terms
of attributing the company to a corporation, taxing oil
revenues, the degree of dilution of the base by corporate
tax, the use of other tools to defer tax payments [8].

It is known that the tax on the profits of enterpris-
es is paid by business entities — legal entities carrying
out economic activities both in Ukraine and abroad. At
the same time, the most influential are large taxpayers,
which from January 1, 2017 include legal entities or
permanent representative offices of non-residents on the
territory of Ukraine. Their income from all types of ac-
tivities for the last 4 consecutive tax (reporting) quar-
ters exceeds 40 million USD (until 2017 — 18.36 mil-
lion USD). The total amount of payments paid to the
country’s budget for the same period exceeds 0.73 million
USD [3]. Such changes have led to a reduction in their
number.

It should be noted that large taxpayers, of which
less than 1 % of legal entities in Ukraine as a whole,
are of great fiscal importance, since they provide about
55-59 % of income tax revenue to the consolidated budget.
So, according to the results of 2016, the largest amount
of income tax in the consolidated budget of Ukraine
was paid:

— PJSC Ukrgazvydobuvannya (Naftogaz, Ukrgazvydo-

buvannya), Kyiv (149.25 million USD or 10.5 %);

— PJSC Ukrtransgaz (Naftogaz, Ukrtransgaz), Kyiv

(1000.13 million USD, or 9.2 %);

— PJSC Motor Sich, Zaporizhzhia (76.63 million USD

or 5.4 %);

— PJSC Zaporizhstal (68.58 million USD),

— PJSC «Naftogazvydobuvannya» (DTEK), Kyiv

(56.47 million USD),

— SE «Ukrainian Sea Ports Authority», Kyiv (52.44 mil-

lion USD);

— SE «<NNEGC» EnergoAtom», Kyiv (44.37 million

UsD) [1].

In 2016, almost 60 % of tax revenues to the consolidated
budget came from private enterprises, 14 % from state
and municipal enterprises, 21 % from foreign enterprises
and companies created with the participation of foreign
capital (Fig. 3).
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Fig. 3. The structure of corporate income tax receipts
for 2011-2016 by ownership [3]

From Fig. 3, as of December 31, 2016, private sector
enterprises ensured an increase in corporate income tax
revenue by 3 %. And the share of income from foreign
legal entities and enterprises with foreign capital decreased
by 6 % compared with 2015.

The next factor is the amount of profit (taking into
account its seasonal characteristics). Seasonal tax revenues
associated with the features of its administration and the
specifics of business activities. These include the pay-
ment of tax according to the declaration, as well as the
implementation of plans for enterprises at the end of the
year. A significant share of the cost of trade enterprises
is the cost of services that are included in the cost. The
commodity price index reflects the market conditions of
various industries. However, high growth rates of the price
index are often accompanied by a high level of inflation,
that is, the volumes of tax revenues in nominal terms
also increase. Thus, in order to take into account price
growth trends, it is necessary to take into account the
price index of goods in the seasonal component.

Investments can also be considered as a factor influenced
by the rate on the tax on profits. The dividend taxation
system that exists in Ukraine today greatly aggravates the
tax burden on the company, reduces the country’s invest-
ment attractiveness due to the lack of reduced income
tax rates when taxing dividends such as in the Azerbaijan
Republic: 10 % at a standard rate of 20 %. In Ukraine,
the tax on dividend income is carried out at a total rate
of 18 %, subject to the payment of dividends to a legal
entity. In the case of payment of dividends to indivi-
duals, dividends are subject to tax on personal income
and military tax [11].

4. Conclusions

In the course of research, it has been found that the
share of corporate income tax in the structure of state
budget revenues of Ukraine in 2017 is 2.2 % of GDP, which

TECHNOLOGY AUDIT AND PRODUCTION RESERVES — Ne 1/5(45), 2019

41—



MACROECONOMICS:
( REPORTS ON RESEARCH PROJECTS

I55N 2226-3780

is 0.1 % less than in 2016. According to official data, this
tendency is down to the average level in OECD countries.
In general, the analysis of the dynamics of changes in the
income tax in Ukraine shows a gradual expansion of the
tax base while easing the fiscal burden on enterprises,
confirmed the feasibility of the tax reforms carried out.
It has been analyzed that from 2011 to 2016 the income
tax rate in Ukraine decreased from 25 % to 18 % and
today is one of the lowest among European countries. It
has been revealed that the tax on the profits of enter-
prises in Ukraine can be characterized as an analogue of
the corporate profits tax in the world. Large taxpayers
who provide about 55-59 % of income tax revenue in
the consolidated budget of the country are considered.

The research results can be useful in reducing the
single tax rate on profits when taxing dividends, elimina-
ting unjustified tax benefits, optimizing the tax base and
improving administration, since there are still features of
income shadowing, hiding tax subjects and unresolved
investment strategy of country development. The official
data in this report helps to understand the impact of some
factors on the complex mechanism of administering the
income tax and controlling the completeness of its pay-
ment. Therefore, this tool should be used in a balanced
and integrated manner.
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