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Abstract. One of the key problems of the modern taxation system in Ukraine is the unsystematic provision of tax benefits
and the lack of real tools for monitoring their use, which determines the relevance of the study. The purpose of the study
was the theoretical substantiation of the stages of implementation of the tax costs concept to reduce budget losses from
the provision of tax benefits. The following scientific methods of the research were used: analysis, synthesis, induction,
deduction,analogy, comparative and statistical analysis, logical generalisation. The work establishes the need to implement
the concept of tax costs, which involves the development and implementation of the Tax Policy Strategy, in order to regulate
the conceptual foundations of tax policy; inventory of current tax benefits and revision of the list of benefit recipients
(control of income and expenses of individuals); preparation of changes to tax legislation with mandatory financial
and economic substantiation (ensuring compliance with the principle of stability of legislation); standardisation of the
monitoring system of the tax expenditure effectiveness (calculation of the indicators of tax expenditures effectiveness);
regulation of the reporting procedure for tax expenditures by taxpayers by unifying the reporting form; standardisation of
the procedure for drawing up the Report on tax expenditures by executive authorities and taking into account its results
in the budget and tax policy; substantiation the grounds for making changes to the list of tax expenditures. The practical
significance of the obtained results lies in the substantiation of the sequence of stages of the implementation of the tax
expenditures concept in order to reduce the loss of budget revenues and its deficit. This concept should contribute to the
transparency of the use of budget funds and should provide a reasonable approach to the composition of tax benefits that
will be included in the list of tax expenditures for each tax payment
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¢ INTRODUCTION

One of the key problems in taxation, which also leads to a
budget deficit, is the unsystematic and unreasonable provi-
sion of tax benefits to taxpayers. The concept and composi-
tion of tax benefits is regulated by the Tax Code of Ukraine
(Tax Code of Ukraine..., 2010), according to which a tax
benefit is “the release of a taxpayer from the obligation to

calculate and pay tax and fees, payment of tax and fee in a
smaller amount if there are legal grounds”.

In other countries, control over the provision of tax
benefits is carried out within the framework of the concept
of tax expenditures, which is used by the vast majority of
countries, fulfilling Council Directive 2011/85/EU (2011),
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paragraph 2 of Article 14 provides the obligation to publish
information by states-EU members information about the
impact of tax expenditures on budget revenues.

The founder of the tax expenditure concept is S. Surrey
(1976), who summarised the list of tax benefits, that can
be attributed to tax expenditures. This list was used to es-
timate the loss of US budget revenues from the use of tax
expenditures.

S.Barrios et al. (2016) made an assessment of social tax
costs on budget revenues. The study included a compara-
tive quantitative assessment of tax and budget policies in
different countries and the impact of tax expenditures on
social justice in three categories: housing, education and
health care. The assessment was based on a microsimula-
tion approach, a European microsimulation model to as-
sess the interaction of specific tax costs with other types of
tax benefits for individuals.

TheInternational MonetaryFund Guidelines (Beeretal.,
2022) emphasise, that all types of tax expenditures should
be assessed. In recent times, most countries assess only the
most important tax expenditures due to limited resources.

L. Kassim & M. Mansour (2018) focused on the analy-
sis of tax expenditure, reporting for developing countries.
Based on the results of the assessment the authors con-
cluded, that the overall quality of reports on tax expendi-
tures remains low in most countries due to two key factors:
the lack of a principled approach to determination of the
basic taxation system; incomplete coverage of tax costs
due to data limitations.

A. Redonda & T. Neubig (2018) investigating the im-
pact of tax expenditures on the investment attractiveness
of countries proved, that G20 member countries should
intensify efforts to phase out tax expenditures that harm
the environment, including tax incentives for fossil fuels
and other schemes, that contribute to the irrational use of
natural resources.

In the Ukrainian scientific community the issue of tax
expenditures began to be discussed in detail only in the
early 2010s, when the budget deficit gradually increased.

A. Sokolovska & Ya. Petrakov (2013) were the first sci-
entists, who tried to define the conceptual foundations of
tax expenditures. In their study six stages of formation of
the tax expenses concept were summarised.

In another work A. Sokolovska & T. Zatonatska (2022)
emphasise, that the introduction of the concept of tax costs
into the budget process of any country should begin with the
definition of the elements of the basic tax system (structure).

The idea of the conceptual foundations of tax expendi-
tures was developed by T. Yefimenko et al. (2021). In their
opinion, it is important, that “the transition of Ukraine to
the tax expenses concept should be carefully substantiat-
ed; accompanied by public discussions with the participa-
tion of executive authorities and businesses; agreed with
scientists and leading economists regarding possible losses
or additions to the budget due to the introduction of the
concept; take into account the experience of other coun-
tries; provide a transition period for the adaptation of both
controlling authorities and taxpayers to the provisions of
the tax expenses concept”.

A. Samoilikova et al. (2021) focused on such a compo-
nent of tax expenditures as tax credits for research and de-
velopment. The paper proves that tax benefits are a more

Development Management. 2023. Vol. 21, No. 1

effective tool for stimulating development and research,
than direct state financial support.

Paying tribute to the development of scientists in
terms of theoretical and practical approaches to the appli-
cation of tax costs concept, the problem of the sequence of
stages of the implementation of tax expenditure concept in
national tax practice remains unresolved.

The solution of the tasks set in the research was car-
ried out u scientific methods of analysis, synthesis, in-
duction, deduction and analogy — to determine the main
advantages and disadvantages of the concept of tax costs;
comparative and statistical analysis — to analyse the loss
of budget revenues in other countries of the world from
the application of the tax costs concept; logical generali-
sation — to substantiate the main stages of implementation
of tax expenses concept.

The purpose of the research was theoretical substan-
tiation of the stages of the implementation of the tax ex-
penditure concept in Ukrainian tax legislation.

e THE ADVANTAGES

AND DISADVANTAGES OF THE TAX
EXPENDITURE CONCEPT

The tax system is one of important components of the state
financial system. Martial law made significant adjustments
to the tax revenues indicators. Thus, according to the re-
sults of 2022, the specific weight of tax revenues in the rev-
enues of the Consolidated Budget of Ukraine amounted to
only 61.1% (for the same period in 2021 — 87.2%). At the
same time, the deficit of the Consolidated budget for 2022
amounted to UAH 844,8 billion (for 2021 — UAH 187,8 bil-
lion) (Ministry of Finance of Ukraine..., 2022). It is noted,
that during 2022 many unsubstantial changes were made to
the tax legislation, which decreased budget revenues: tem-
porary cancellation of customs payments for the import of
vehicles; permission for individuals to switch to the sim-
plified taxation system for most taxpayers (even gambling
business entities); permission for non-fulfilment of tax ob-
ligations by taxpayers regarding tax payment and reporting.

The tax system mostly depends on the directions of
the tax policy of the state. In recent times, Ukraine does not
have a Tax Policy Strategy, but the National Economic Strat-
egy provisions are implemented (Resolution of the Cabi-
net..., 2021), its separate strategic goals are related to tax-
ation (mostly without specifying the types of tax benefits):

@ reduction of the tax burden on business;

® simplification of tax administration;

® stimulation of investment activity thanks to the in-
troduction of a tax on withdrawn capital instead of a tax on
corporate income;

® reduction of the tax burden on individuals thanks to
the reduction of the tax rate on the income of individuals
from 18% to 5%;

® increase resource payment rates.

The implementation of such strategic goals can take
place at the expense of providing tax benefits either. Tax
benefits are systematised in the Handbooks, which are
provided on the official website of the State Tax Service
of Ukraine (State Tax Service of Ukraine..., n.d.). The first
directory of benefits was published on January 1, 2006.
Starting from 01.04.2013 the Directory of tax benefits was
divided into two parts: the Directory of tax benefits, which
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are losses of budget revenues and the Directory of other tax
benefits. We draw attention to the absence of any substan-
tiation for such a division of tax benefits.

Taking into account the imperfection of the existed Di-
rectories of taxbenefitsand thelack ofasystematicapproach
to the provision of benefits, it is needed to move to the ap-
plication of the tax costs concept in national tax legislation.

The analysis of literary sources made it possible to
identify the main advantages and disadvantages of the tax
expenditure concept.

The advantages of this concept are: the ability to en-
sure transparency of budget and tax policy; operational
development measures to adjust budgetary and tax poli-
cies under the influence of various factors; monitoring tax
benefits effectiveness; the application tax benefits con-
trol; budget expenditures optimisation (Burman & Phaup,
2011; Barrios et al., 2016, Redonda et al., 2021).

However, the disadvantages of the tax expenditure
concept are:

® lack of a unified approach to the method of their
assessment and reporting procedure in countries. A heter-
ogeneous assessment makes it impossible to compare the
obtained indicators and does not allow to evaluate a real
system of tax benefits quality in a particular country (Craig
& Allan, 2001; Toder, 2005; Fleming & Peroni, 2010);

® the different structure of tax legislation and atyp-
ical approaches to basic structure taxes determination
distort the results of tax expenditures impact assessment
on budget losses (Boadway, 2007; Altshuler & Dietz, 2011;
Serebryansky, 2013);

® some countries (Croatia, Malta, Cyprus, Japan, Swit-
zerland, etc.) do not comply with demands of the EU Direc-

tive on reporting tax expenditures thus it does not allow
comprehensive exchange of tax information (Burman et al.,
2017; Kaplow, 2017; Lopez-Laborda et al., 2022).

Based on the data of the global tax expenditures da-
tabase (Redonda et al., 2021) a comparative analysis of
tax expenditures in individual countries was carried out
(budget losses from the application of tax expenditures;
the specific weight of tax expenditures in GDP and in tax
revenues; key types and purposes of the application of tax
expenditures). The analysis made it possible to draw the
following conclusions:

® the biggest budget losses from the use of tax costs
are in the USA, Great Britain, the Netherlands, Australia
and Canada. At the same time in the USA, Australia the
amount of losses is gradually decreasing every year, but in
Great Britain and the Netherlands it is increasing (Table 1);

® the largest indicator of the specific weight of tax
expenditures in GDP is in the Netherlands, Finland, Ireland
and the Czech Republic; the lowest share of tax costs in
GDP is in Bulgaria, Germany, Slovenia and Estonia. In the
USA and Australia the indicator is gradually decreasing.
But it is increasing in Spain, Sweden and Great Britain;

® the largest specific weight of budget losses in tax
revenues is in the USA, Finland, the Netherlands, Canada,
Ireland, Australia;

® the priority type of tax expenditures is tax exemp-
tion (Table 2);

® the main goals of applying tax expenditures for most
countries are: expanding access and demand for goods and
services; development of a priority sector of economy or
type of activity; ecological safety; socioeconomic; distinct
population segment support (Table 3).

Table 1. Lost income from the application of tax costs, billion USD

OECD countries
Australia 123.41 128.50 111.63 107.34
Great Britain 196.99 219.92 212.15 218.83
Canada 108.33 107.57 112.66 106.67
South Korea 34.11 38.84 43.78 43.92
The USA 1600 1510 1460 1370
Turkey 34.72 31.30 31.49 30.15
EU countries
Austria 16.85 18.36 19.29 19.84
Belgium 30.51 33.91 30.45 No data
Bulgaria 0.37 0.38 0.40 0.41
Greece 8.72 10.58 10.74 No data
Denmark 7.70 8.14 7.85 8.58
Estonia 0.43 0.24 0.26 0.27
Italy 61.60 64.03 68.37 70.63
Ireland 50.08 49.62 25.69 43.51
Spain 36.00 41.48 41.69 43.33
Latvia 2.94 2.66 No data No data
Lithuania 1.41 1.55 1.69 2.36
Luxembourg 0.99 1.11 1.10 1.16
The Netherlands 117.64 127.04 120.32 127.92
Germany 32.30 34.66 33.54 32.32
Poland 11.04 12.32 No data No data
Portugal 13.09 13.51 15.55 14.56
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Table 1, Continued

Country 2017 2018 2019 2020
Romania 9.14 10.42 11.68 11.80
The Slovak Republic 1.36 1.67 1.77 2.09
Slovenia 0.10 0.12 0.10 No data
Hungary 3.22 3.44 3.53 3.66
Finland 30.02 33.68 32.28 33.69
France 103.01 113.99 108.72 No data
The Czech Republic 21.94 23.93 26.28 No data
Switzerland 24.22 23.03 24.10 26.75

Source: developed by authors based on A. Redonda et al. (2021)

Table 2. The main type of tax expenditures in countries around the world

Australia, Great Britain, Greece, Denmark, Germany, Ireland, Latvia, Lithuania, Poland, Romania, X
. . . . Tax exemption
Slovakia, Slovenia, USA, Turkey, Hungary, Finland, Czech Republic
Austria, Belgium, Estonia, Spain, Portugal, Sweden Reduced tax rate
Bulgaria, Italy, Luxembourg Tax deduction
South Korea, Netherlands, France Tax discount
Canada Tax deferral

Source: developed by authors based on A. Redonda et al. (2021)

Table 3. The main purpose of applying tax expenditures

Countries Tax expenditures purpose

Austria, Greece, Finland, Sweden

Expanding access and demand for goods and services

Bulgaria, South Korea

Development of a priority sector of economy or type of activity

Denmark, Latvia

Ecological safety

Italy, Canada, Germany, Slovakia, France

Socioeconomic

Spain, the Netherlands, Poland, Turkey

Support of specific subgroups of the population

Source: developed by authors based on A. Redonda et al. (2021)

The study of the scientific works of Ukrainian scien-
tists (Sokolovska & Petrakov, 2013; Yefimenko et al., 2021;
Sokolovska, 2022) proved that the authors mostly defined
general approaches to the conceptual bases of tax ex-
penditures (basic structure taxes definition; substantia-
tion of assessment methods; generalisation of accounting
methods and administration of tax expenditures, etc. But
at the same time scholars did not focus enough attention

to the sequence of stages of implementing of the tax ex-
penditure concept, since the definition of the above-men-
tioned components is only a part of the process. It is
important to substantiate the sequence in which the tax
expenditures concept will be implemented in practice.

The authors propose the following sequence of stag-
es of implementation of the tax expenditures concept
(Table 4).

Table 4. Stages and terms of implementation of the tax expenditure concept

The name of the stage

1. Development of the Tax Policy Strategy of
Ukraine

Regulation of the tax expenditures concept as a key direction of reforming
the system of tax benefits

o Terms of
Key characteristics . .
implementation

To 01.01.2024

2. The inventory of existing tax benefits and
review of recipients of such benefits

Formation of a general list of tax benefits with an indication of
the purpose of introduction. The collection of information about
preferential categories and the amount of their income and expenses

To 01.01.2026

3. The preparation of amendments to

Legislative regulation of the composition of tax expenditures and its
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L main components. Mandatory public discussion with the involvement of |  To 30.06.2027
legislative and regulatory acts . . . .
business representatives and public associations of taxpayers
4. Financial and economic substantiation of Provision of budget profit and loss calculations for each type of tax To 30.06.2027
0 30.06.
changes in tax and other types of legislation expenditures
30
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Table 4, Continued

Terms of
The name of the stage Key characteristics ) .
implementation
5. Standardisation of the system of
L. . Y Determination of the type and powers of the responsible body for
monitoring the effectiveness of tax . . . . To 30.06.2027
. . .. executive power regarding tax expenditures monitoring and control
expenditures and control over their provision
6. Regulation of the procedure of preparation Formation of the Report form of tax expenditures for different
and submission the tax expenditures report | categories of taxpayers (legal entities, natural persons-citizens, natural To 30.06.2027
by taxpayers persons-entrepreneurs)
. X Formation of the form of the Consolidated Report of tax expenditures
7. Determination of the procedure of drawing K L . K .
R . for the reporting year. Taking into consideration the indicators of
up the yearly tax expenditure Consolidated . . .
the Report for forming the budget policy for the reporting year. To 30.06.2027

Report by the responsible body of the
executive power

The regulation of deadlines for providing tax information on tax
expenditures to EU collegial bodies

8. Implementation of the tax expenditure
concept and regulation of the list of
adjustment cases of tax expenditures and

their application conditions

Standardisation of the introduction term of the tax expenditures
concept into the practice of legislation with mandatory determination of
the list of adjustment cases of tax expenditures and conditions of their

From 01.01.2028

application

Source: developed by authors

Stage 1. The development of the Tax Policy Strat-
egy of Ukraine. An important conceptual thing of tax
reform in Ukraine should be the development of the Tax
Policy Strategy of Ukraine for 5-7 years, in the framework
of which it should be noted the transition to a new level of
application of tax benefits, as the current mechanism leads
to an annual increase in the loss of budget revenues, the
size of which amounted to more than UAH 300 billion at
the end of 2020 (Yefimenko et al., 2021).

Important measures of the Strategies should be: sta-
bility of taxation (clear compliance with the norms of tax
legislation); social justice (introduction of progressive tax-
ation of individuals depending on the amount of income);
simplification of the tax and fee administration system (in-
creasing the frequency of tax reporting). The key vector of

the Strategy will be the transition to the tax expenditure
concept, which should ensure transparency and balance of
budget revenues and expenditures, which should become a
priority of state policy in the conditions of martial law and
the post-war recovery period.

Stage 2. The inventory of tax benefits. As it has
already mentioned the existing list of tax benefits is not
mostly substantiated from a scientific and economic point
of view. Therefore, within two years, after the adoption of
the Tax Policy Strategy, the executive authorities, related
to the tax and budget policy of the state must substantiate
the list of tax expenditures, that will be considered losses
of budget revenues. At the same time each type of tax ex-
penditures must be substantiate according to the structur-
al elements shown in Figure 1.

—

A tax or fee, according to which the tax expenditures were formed

The ultimate goal is to provide each type of tax expenditures with an indication of budget
losses and compensatory budget mechanisms

The structural elements of
substantiation of the tax
expenditure list

The sector of the economy and/or the final beneficiary to which tax costs are applied (with a
breakdown into legal entities, natural persons-entrepreneurs and natural persons-citizens)

Figure 1. Structural elements of the substantiation of the list of tax expenditures

Source: developed by the authors

In addition, the formation of such list requires moni-
toring of the incomes of persons, who use tax benefits.

The following things must also be established: the
poverty line for various categories of taxpayers; real tax-
free minimum income (instead of the existing one of
UAH 17). This will make it possible to determine the limit
according to which a person will be considered low-income
and entitled to claim benefits on this basis. Also, the list of
persons, to whom tax benefits will be applied regardless of
their income level should be regulated (for example, old-

31

age pensioners, persons with disabilities, war veterans,
participants in the liquidation of the accident at the Cher-
nobyl nuclear power plant, etc.).

Stage 3. The development of changes of legislative
and regulatory acts. Within 1.5 years after carrying out
the inventory of benefits, legislative and regulatory acts
must be developed and adopted, in which it will be detailed:

@ definition of «tax expenditures»;

® composition of tax expenditures. The classification
of tax expenditure requires careful scientific substantiation

Development Management. 2023. Vol. 21, No. 1
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and theoretical and methodological support in order to
prevent conflict situations in the administration and ac-
counting of tax benefits;

® the basic structure of taxes, according to which tax
costs will be implemented,;

® method or methods of collecting and recording in-
formation about tax expenditures;

® the method or methods of tax costs estimation.

At this stage the largest possible number of round ta-
bles, seminars, and public discussions should be held to en-
sure a reasonable approach to the composition of tax costs
and the order of their application. The result of such meet-
ings should be a Memorandum between state authorities
and public associations of taxpayers.

Stage 4. The financial and economic substantiation
of changes to tax legislation. Also, this stage involves the
identification of compensatory budgetary or extra-budget-
ary mechanisms from the application of each type of tax
expenditures.

According to the recommendations of the European
Commission, the assessment of the effectiveness of tax
expenditures should be carried out on the basis of three
groups of criteria (Kaliva et al., 2014):

® microeconomic efficiency: ensuring the internali-
sation of externalities and minimising the distorting influ-
ence of the tax system on the behaviour of taxpayers;

® socioeconomic efficiency: final results and econom-
ic efficiency of the introduction of tax costs. The analysis
includes an assessment of the actual budget revenue which
was not received full in comparison with the expected loss-
es, the effectiveness and efficiency of tax expenditures;

® administrative efficiency: compliance of tax costs
with the general principles of the tax system (simplicity,
stability, transparency and accountability).

Stage 5. The implementation of the tax expendi-
ture monitoring system. In order to implement this stage,
an executive authority must be identified, that will monitor
the effectiveness of tax expenditures. Taking into account
the current powers such function should be assigned to the
State Tax Service of Ukraine.

Monitoring of tax expenditures should be carried out
regularly for each of their types. It should take into ac-
count all costs, including administrative costs, related to
the establishment of tax costs, as well as compliance with
the norms and requirements of the law, including the risks

of tax evasion and so on. The mechanisms should be de-
termined to coordinate special body actions with other
bodies which are responsible for economic, tax, customs
and other types of state policy. The coordination system
should ensure a constant exchange of information about
persons, who are applied tax costs.

Stage 6. The development of the Report on tax
expenditures for taxpayers. At the legislative level the
form of reporting documentation must be determined
(separately for legal entities, individual entrepreneurs and
individual citizens), taxpayers will be required to submit
the form to regulatory authorities in order to exercise the
right to receive tax benefits, which are included in the list
of tax expenditures.

Until January 1, 2020, the Resolution of the Cabinet
of Ministers of Ukraine dated 27.10. 2010 No. 1233 (Res-
olution of the Cabinet..., 2010) provided that taxpayers
should submit a Report on the amount of tax benefits, in
which the following information should be provided: tax,
fee code; name of tax, fee; benefit code according to the
Benefits Directory; the name of the tax benefit; the amount
of tax benefits in general and from the State budget; start
date and end date of using tax benefits; the amount of tax
benefits used for the intended purpose in general and from
the State budget.

In Ukraine under the current legislation, tax payers
reflect available tax benefits as part of their tax returns for
the relevant taxes.

We believe that the form of the Report on tax benefits
as a separate reporting document was more convenient for
tax control of tax benefits, as it synthesises all information
about tax benefits. This form of the Report can be used as a
basis for the Tax Expenditure Report.

Stage 7. The determination of the procedure for
drawing up the Tax Expenditure Consolidated Report
for the year by the responsible body of the executive
power. Such a function should be assigned to the Ministry
of Finance of Ukraine. The Tax Expenditure Report should
contain summarised information about all tax benefits,
that were attributed to tax expenditures, as well as the
total amount of budget revenue losses should be deter-
mined, due to the application of tax expenditures.

In most countries, Tax Expenditure Report is drawn
up every year. However, some countries have special rules
(Table 5).

Table 5. Reporting on tax expenditures

Periodicity of reporting

Bulgaria The report is compiled for the current year and the forecast for the coming year
Canada The reports cover the reporting year, five previous years and two subsequent years. So in these reports current indicators are
not only given, but also forecast ones
German: The report on subsidies (an analogue of tax expenditure) includes tax expenditure data for the current year, two previous
Y years and one future year
Netherland The report is prepared every year. It presents data on tax expenditures for the budget year, one previous year and five
etherlands
subsequent years
Sweden The types and amounts of tax expenditures are specified in the appendices to the annual spring bills on tax policy for three
Y
years (the budget year, the year preceding the reporting year and the following year)

Source: compiled by authors based on L. Kassim & M. Mansour (2018), A. Redonda & T. Neubig (2018), A. Redonda et al. (2021)
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Taking into account the experience of some countries
(Redonda & Neubig, 2018) it should be determined how
the Tax Expenditure Report indicators will influence the
budget process. On the basis of the Report the composition
of tax expenditures should be adjusted and the revenues
and expenditures of the annual budget should be formed.

At this stage it is also important to regulate the terms
of providing tax information about tax expenditures to the
EU collegial bodies, in order to comply with demands of the
EU Directive (Council Directive 2011/85/EU, 2011). The ful-
filment of this requirements (among other things) should
bring Ukraine closer to joining the EU.

Stage 8. The implementation of the tax expendi-
ture concept with regulation of the grounds for making
changes to the list of tax expenditures. The introduction
of the concept of tax costs into the practice of Ukrainian tax
legislation should be carried out within 3-4 years after the
adoption of the Tax Policy Strategy of Ukraine. Under mar-
tial law, such period may be adjusted. But let’s emphasise
once again, that the preparatory work of various executive
authorities, which are responsible for the tax policy of the
state, must be carried out with a mandatory discussion
with representatives of taxpayers.

The issue of substantiation of the reasons for mak-
ing changes to the list of tax expenditures should also be
settled. Taking into account the current unstable taxation
system and constant violations of the principle of stabili-
ty of tax legislation (Article 4 of the Tax Code of Ukraine),
changes to the list of tax expenses should be minimum.

e ANALYSIS OF RECENT RESEARCH

AND PUBLICATIONS

N.P. Matselyukh (2020) considers it is necessary to «under-
stand the experience of carrying out tax reforms in other
countries, rethink the essence of the tax activity of the
state and the strategy of the tax policy. The effectiveness
and efficiency of the tax policy strategy is achieved through
the process of tax forecasting and planning». We believe
that it is very appropriate to use tax planning and forecast-
ing in the development of the Tax Policy Strategy, which
should allow the formation of development vectors, that
the state should achieve.

T. Yefimenko et al. (2022), who consider it is necessary
to «standardise the transparent methodological principles
of quantitative and qualitative examinations of the expedi-
ency of tax benefits». Such examinations will make it pos-
sible to approach the composition of tax benefits substan-
tially and, according to the authors, they can be included in
the list of tax expenses, which should become a key factor
in reducing budget losses.

Most scientific studies emphasise that the main
method of estimating tax costs is the method of lost in-
come (Sokolovska & Petrakov, 2013; Barrios et al., 2016;
Redonda et al., 2021). At the same time, some countries
also use the revenue recovery method and the equivalent
cost method to estimate tax costs, which, according to the
authors, does not allow an aggregated assessment of tax
costs for all countries.

In addition, A.M. Sokolovska (2022) believes, that in
recent times there are differences in the identification of
elements of the basic structure of taxes in different coun-
tries. This situation appears due to different approaches to
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the construction of legislation in the countries. The major-
ity of countries (for example, Australia, Canada, USA, Bel-
gium, Spain, Finland, Sweden, Denmark) use a conceptual
approach to determine the basic structure of taxes. Other
countries (Austria, Netherlands, France, Japan) emphasise
the legislative approach. Only two countries (Germany and
Great Britain) use a different approach, in which tax costs
are treated as subsidies. The authors believe, that the leg-
islative approach of the basic structure of taxes determina-
tion should be taken as a basis in Ukrainian practice, with
a clear regulation of all taxation rules and deviations from
them (tax benefits).

T. Yefimenko et al. (2022) emphasise a necessity to
monitor the effectiveness of tax expenditures, “which will
make it possible to either confirm or deny the presence of
compliance risk during the adoption and subsequent im-
plementation of fiscal innovations”. We fully agree with
this opinion, because the monitoring of the effectiveness
of tax expenditures should provide an answer to the ques-
tion if it is feasible to apply tax benefits, and thus, adjust
the budgetary processes in the state.

As L. Kassim & M. Mansour note (2018) in the vast ma-
jority of countries taxpayers report on all taxes, for which
tax expenditures were determined, thus, on this basis it
allows to assess these tax expenditures and determine
their impact on budget revenues. We consider this practice
appropriate, since the state must control the processes of
granting benefits, but persons, who have received the right
to such benefits, must document this right.

In A. Redonda et al. work (2021) it is proved, that in
most EU countries the requirements for reporting tax ex-
penses are fixed at the legislative level, but in recent times
there is no internationally agreed format for the Consol-
idated report on tax expenditures. The Consolidated Re-
port form is difficult to implement, because there are dif-
ferences in the legislation of countries, but the structure
and approaches to the display of tax expenditures should
be unified, which will allow an aggregate assessment of tax
expenditures in all countries.

In A. Redonda et al. work (2019) the proposals for in-
creasing the effectiveness of tax benefits are substantiated:
«a transparent procedure for their provision; the improve-
ment of the tax incentive structure in order to minimise
excess profits and negative side effects; abolition of tax ex-
penditures that harm the environment and contribute to
the irrational use of natural resources». We fully support
such theses, because in Ukrainian tax practice a transpar-
ent mechanism for granting tax benefits must be applied to
prevent abuses and the use of corruption schemes. We also
believe that benefits for carbon dioxide emissions should
be abolished, as such benefits do not stimulate the use of
environmentally safe production technologies.

e CONCLUSION
Based on the results of the study, it is found that the taxa-
tion processes in Ukraine need to be adjusted. Taking into
account the European vectors of development, Ukraine
should gradually switch to taxation rules in accordance with
the requirements of various EU Directives. One of these re-
quirements is the transition to the tax expenditure concept.
The study proves, that despite the requirements of
the legislation some countries ignore the requirement
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to establish a list, record, estimate and report on tax ex-
penditures. However, most EU and OECD countries do
not compile current reports on tax expenditures, but also
make forecasts regarding the impact of tax expenditures on
budget revenues. This is the main difference between the
world experience and the Ukrainian one, since Ukraine still
lacks a clear and well-founded list of tax benefits; the state
does not report on the loss of budget revenues from the
provision of tax benefits in the public space, but it is limit-
ed only by the Directory of benefits and moreover, it does
not always correlate with the norms of legislation.

On the basis of the research carried out by the authors
the sequence of stages of the introduction of the tax expend-
iture concept into the Ukrainian tax legislation is substan-
tiated, it should become a key factor for solving the problem
of the budget deficit thanks to the formation of a clear list
of tax expenses, which are losses of budget revenues; mon-
itoring the effectiveness of tax expenditures; substantia-
tion of the goals of each type of tax expenditure and their
ultimate beneficiaries; ensuring reporting of tax expendi-
tures of all recipients of tax benefits, which are classified as
tax expenditures; formation of budgets at different levels
based on the Consolidated Report on Tax Expenditures.

The implementation of such directions of the tax
expenditures concept should be carried out within the
framework of the implementation of the State Tax Policy
Strategy, which allows to form the vector of tax develop-
ment in Ukraine for a long term and strengthen the trust
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AnoTtanig. OpHielo i3 KIOYOBMX IPo6GJIeM CydyacHOi CHUCTEMM OIOJATKyBaHHS B YKpaiHi € Ge3cucTeMHe HaJaHHS
MOJATKOBMUX IiJbI Ta BiACYTHICTb peanbHMUX IHCTPYMEHTIB MOHITOPMHTY 3a IiX BMKOPUCTAHHSIM, IO 3YMOBJIIOE
aKTYaJbHICTh MOCTiIKeHHSI. MeTOW HOCTiIKeHHS 6Y/I0 TeOpeTMyHe OOIPYHTYBAHHS €TariB BIPOBAIKEHHS KOHIEMIii
MOJaTKOBMX BUTPAT JJIs1 3MEHIIIEHHST BTpaT GI0KeTY Bil HaJaHHS MMOJAaTKOBMX Mi/br. B HOCTIMKeHHI 3aCTOCOBYBAINCS
TakKi HAYKOBI MeTOAM: aHasi3, CMHTe3, iHAYKILIis, NeIyKIlis, aHaIOrisl, MOPiBHI/IbBHUI i CTATUCTUYHUI aHAi3, JOriuHe
y3araJibHeHHS. Y po6OTi BCTAHOBJIEHO HEOOXiTHICTh BIIPOBAKEHHST KOHIIEMIlii MOJAaTKOBMUX BUTPAT, IO Iependavae
po3po6Ky Ta BIpoBamkeHHs Crparerii MoJaTKOBOI IOMITMKM, 3 METOI0 BPEry/IIOBaHHS KOHILENTYaJbHMUX 3acaf,
MOJATKOBOI MOMITUKY; iHBeHTapu3allilo Ail0uMX MOJaTKOBUX IIi/IbT Ta Mepersi/ mepeiriky OTpUMyBauiB MiJibT (KOHTPOJIb
IIOXO[IiB Ta BUTPAT OCi6); MiArOTOBKY 3MiH [I0 ITOJATKOBOTO 3aKOHOAABCTBA 3 060B’I3KOBUM iX (hiHAHCOBO-€KOHOMIUYHUM
OGIPYHTYBaHHSIM (3a6e3MeUeHHsT JOTPMMAHHS NPUHIUIY CTaGiIbHOCTI 3aKOHOMABCTBA); YHOPMYBAHHSI CUCTEMMU
MOHITOPMHTY Pe3yJbTaTUBHOCTI MOJATKOBMX BUTPAT (PO3PAXYHOK IMOKA3HUKIB e(peKTMBHOCTI MOAATKOBUX BUTPAT);
BPETY/TIOBAHHS MOPSIAKY 3BiTYBaHHS IUIATHMKAMM ITOJATKIB 3a MOJATKOBMMM BMUTpaTaMy IUISIXoM yHidikarii dopmu
3BiTHOCTI; YHOpMYBaHHS MOPSIAKY CKIaJaHHS 3BiTYy PO MOJATKOBI BUTPATY OpraHamMy BUKOHABYOi BIaAy Ta BpaxXyBaHHS
710TO pe3ynbTaTiB B OIOIKETHill Ta MOJATKOBii MOMITUIli; OOIPYHTYBaHHS IMiACTaB /i1 BHECEHHS 3MiH [0 Iepesiky
MOAATKOBMUX BUTpAT. [IpakTMUHE 3HAUEHHSI OfEPKAaHMX Pe3y/IbTaTiB IOJATae B OOIPYHTYBaHHI MOCTiIOBHOCTI eTarliB
BIIPOBAKEHHST KOHIIEIIii MOJAaTKOBMX BUTPAT 3 METOI0 3MEeHIIIeHHS BTpaT JOXO/iB OI0KeTy Ta iioro medinuty. [laHa
KOHIIEIIIIisl Ma€ CIIPUSITU ITPO30POCTi BUKOPUCTAHHS OIOKETHMX KOIITiB Ta Ma€ 3a6e3MeunTy O6IpYHTOBAHMIT MiAXifA 10
CKJIay TOJATKOBUX TIiJIBT, IO GYIyTh BiTHECEHO M0 TIepesTiKy MOJATKOBMUX BUTPAT 32 KOXKHMUM IMTOJATKOBUM ILIATEKEM

KirouoBi ¢y1oBa: HagXomKeHHSI 10 OI0[IKeTY; MiIbri; MOHITOPUHT; AeillUT GI0IKeTY; BTPATU OIOIKETY
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