MINISTRY OF EDUCATION AND SCIENCE OF UKRAINE
TERNOPIL NATIONAL ECONOMIC UNIVERSITY

MODERN TENDENCIES
OF FISCAL POLICY
IN EUROPEAN
ECONOMIC SPACE

Monograph

Scientific editorship by
Doctor of Economics, Professor A. Krysovatyy

Ternopil
TNEU
2017



YK 336.02:339.92
M72

The collective of authors:

A. Krysovatyy, O. Kyrylenko, O. Kneysler, A. Lutsyk, E. Ablyazova, J. Adamek, L. Alekseyenko,
L. Ambryk, W. Bizon, A. Briazkalo, V. Bulavynets, J. Czempas, O. D¢gbicka, A. Demianiuk,
V. Demianyshyn, K. Dobrowolski, Ya. Farion, V. Farion, I. Fedorovych, E. Gostomski,

T. Gutowski, S. Herchakivskyi, V. Horyn, M. Hupalovska, I. Hutsal, A. Ivanova, B. Jelinski,
I. Karpa, N. Karpyshyn, T. Kizyma, A. Kizyma, V. Kostetskyy, S. Koval, P. Kulawczuk,

H. Kulyna, O. Kvasnytsia, O. Kvasovskyi, N. Lubkey, Z. Lobodina, G. Lopushnyak, M. Solarz,
T. Marshalok, A. Mashko, O. Melykh, T. Michatowski, A. Mokrytska, V. Moroz, S. Nadal,
N. Nalukova, O. Nipialidi, I. Novosad, H. Ostrovska, K. Owsiak, T. Pysmenna, V. Pysmennyi,
P. Rendovych, V. Rusin, S. Savchuk, V. Sidliar, N. Spasiv, I. Stefaniv, M. Stetsko,

M. Swacha-Lech, I. Sydor, A. Sydorchuk, O. Sydorovych, I. Tkachuk, I. Tsarenko, O. Tsizhma,
O. Tulai, V. Valihura, O. Vasylchyshyn, H. Vasylevska, O. Zaklekta-Berestovenko.

The monograph is recommended for publication
by the Academic Council of Ternopil National Economic University
(Minutes No. 2 dated 25 October 2017)

Reviewers:

Kostyantyn Shvabii, Doctor of Economics, Professor, Director of Educational and Research
Institute of Economics, Taxation and Customs of University of State Fiscal Service of Ukraine;

Valentyna Tropina, Doctor of Economics, Professor, Head of Department of Finance,
Banking and Insurance, State Higher Educational Establishment Pereyaslav-Khmelnytsky Hryhoriy
Skovoroda State Pedagogical University;

Inna Shkolnyk, Doctor of Economics, Professor, Head of Department of Finance, Banking
and Insurance, Sumy State University.

M72  Modern tendencies of fiscal policy in European economic space :
Monograph / A. Krysovatyy, O. Kyrylenko, O. Kneysler et al. ;
edited by Doctor of Economics, Prof. Andriy Krysovatyy.
— Ternopil: TNEU, 2017. — 388 p.
ISBN 978-966-654-472-1

The monograph deals with modern trends in fiscal theory. Financial policy of ensuring sustainable
development is substantiated. Theory and practice of budget decentralization are explored. Dominants
of development of household finance under modern conditions are presented. Peculiarities of
functioning of international business under conditions of tax harmonization are analyzed. Strategic
guidelines on formation, functioning and expansion of fiscal space of the state are outlined. Prospects
for improvement of fiscal administration in international and national context are highlighted. Global
challenges are revealed as well as fiscal aspects of modern trends in finance of business entities are
outlined.

For researches, lecturers, postgraduates and students, government officials, economics
practitioners, and everyone interested in issues of fiscal policy.

YK 336.02:339.92
ISBN 978-966-654-472-1

All authors are responsible for the content of their articles.

© A. Krysovatyy and Writing Team, 2017
© TNEU, 2017



CONTENTS

INTRODUCGTION.......cooiiiiiiiiieteee ettt s 9
CHAPTER 1.
MODERN TRENDS IN FISCAL THEORY .......ccccooiiiiiiiccccecee 11

1.1. Theoretical basis for determining tax competition in the fiscal space

Of the State............cooooiiiiiiiiiii s 11
(Andriy KRYSOVATYY, Doctor of Economics, Professor, Rector of Ternopil National
Economic University; Halyna VASYLEVSKA, PhD in Economics, Associate Professor,
Department of Taxes and Fiscal Policy, Ternopil National Economic University, Ukraine)

1.2. Prospects of fiscal policy in the context of increasing labor potential......... 28
(Anatolii LUTSYK, PhD in Economics, Associate Professor, Head of Department
of Taxes and Fiscal Policy, Ternopil National Economic University, Ukraine)

1.3. Phenomenology and conceptualization of the essence of fiscal space

OF the SEALE........ooeeieiiii e e 34
(Volodymyr VALIHURA, PhD in Economics, Associate Professor, Department of Taxes
and Fiscal Policy, Ternopil National Economic University, Ukraine)

1.4. Conceptual framework for state budget policy formation........................... 44
(Oksana TULAI, Doctor of Economics, Associate Professor, S.I. Yurii Department
of Finance, Ternopil National Economic University, Ukraine)

1.5. Fiscal regulation of financial flows: theoretical dominants.......................... 50
(Olga NIPIALIDI, PhD in Economics, Associate Professor, Department of Finance
of Business Entities and Insurance, Ternopil National Economic University, Ukraine)

1.6. Interdependence of public loans and taxes as the tools to balance

a state budget: theoretical aspects................ccccceevviiiiniiiiiiie e 57
(Nadiya LUBKEY, PhD in Economics, Associate Professor, Department of Finance
of Business Entities and Insurance, Ternopil National Economic University, Ukraine)

CHAPTER 2.
FINANCIAL POLICY OF ENSURING SUSTAINABLE
DEVELOPMENT ...... .ottt e srae s 63

2.1. Enhancing the effectiveness of public procurement system in Ukraine......63
(Olga KYRYLENKO, Doctor of Economics, Professor, Head of S.I. Yurii Department
of Finance, Ternopil National Economic University, Ukraine)



2.2. Fiscal imbalances and their influence on the level of Ukraine’s debt
SUSLAINADIIILY .......oocviiiiiiii e 69

(Oksana MELYKH, PhD in Economics, Associate Professor, S.1. Yurii Departmment

of Finance; Olena ZAKLEKTA-BERESTOVENKO, PhD in Economics,

Associate Professor, Department of Taxes and Fiscal Policy, Ternopil National Economic

University, Ukraine)

2.3. Debt safety of Ukraine: current state analysis...............cccccovvveeeniieeiiieennnenn. 78
(Liliya AMBRYK, PhD in Economics, Associate Professor, Department of Taxes

and Fiscal Policy; Anna IVANOVA, Postgraduate Student, Department of Taxes

and Fiscal Policy, Ternopil National Economic University, Ukraine)

2.4. Budget investments aimed at the social programs realization in Ukraine......86
(Iryna SYDOR, PhD in Economics, Associate Professor, S.1I. Yurii Department of Finance;
Viktoriia BULAVYNETS, PhD in Economics, Associate Professor, S.I. Yurii Department

of Finance, Ternopil National Economic University, Ukraine)

2.5. Social aspects of mortgage lending................cccoccoeeiviiiiniiiniiiiinniieec) 94
(Volodymyr HORYN, PhD in Economics, Associate Professor, S.1. Yurii Department

of Finance; Vasyl MOROZ, Postgraduate Student, S.1. Yurii Department of Finance,

Ternopil National Economic University, Ukraine)

2.6. The utilization of privatization receipts as part of budgetary policy
INPOIANd.............ooii s 100

(Krzysztof DOBROWOLSKI, Prof. UG, dr hab., Department of Global Economy,
University of Gdansk, Poland)

2.7. The impact of funding model on the development of higher education

of Ukraine: challenges and opportunities.................cccocceeviiiiiiniiiinneiennneen. 112
(lona TSARENKO, PhD Student, Department of Finance, Technical University of Kosice,
Slovak Republic)

2.8. Regulatory and technical support for the introduction of percentage

philanthropy in UKraine.................ccooiiiiiiiiiiiiiiieececee e, 120
(Iryna TKACHUK, PhD in Economics, Assistant Professor, Finance and Credit
Department; Anna BRIAZKALO, Assistant Professor, Finance and Credit Department,
Yuriy Fedkovych Chernivtsi National University, Ukraine)

CHAPTER 3.
THEORY AND PRACTICE OF BUDGET DECENTRALIZATION.............. 127

3.1. Decentralization of power as a priority direction of budget policy

reform at local level...............c.cooooiiiiiiii i, 127
(Oksana KVASNYTSIA, PhD in Economics, Associate Professor, S.1. Yurii Department
of Finance,; Viktor RUSIN, PhD in Economics, Associate Professor, S.I. Yurii Department
of Finance, Ternopil National Economic University, Ukraine)



3.2. Current trends in decentralization through the lens of execution
of local EOVernMEeNt FEVEIMUES............cccceeeruviierriieeniieeeeiieeeireeesireeeeaeeeseeeeenns 132
(Serhiy NADAL, Mayor of Ternopil, Master of Finance; Natalia SPASIV, PhD
in Economics, Associate Professor, Department of Finance of Business Entities
and Insurance, Ternopil National Economic University, Ukraine)

3.3. Transformation of budgetary relations in the context of decentralization...... 138
(Galyna LOPUSHNYAK, Doctor of Economics, Professor, Kyiv National Economic

University named after Vadym Hetman,; Zoryana LOBODINA, PhD in Economics,

Associate Professor, S.1. Yurii Department of Finance, Ternopil National Economic

University, Ukraine)

3.4. Local tax policy in Poland..................c..cocoviiiiiiiiniiie e 150
(Katarzyna OWSIAK, PhD, Department of Local Finance, Cracow University
of Economics, Poland)

3.5. The importance of agricultural tax as a source of rural communes’

income in Poland in 2002-2015..........cooo ittt eevvan. 157
(Jan CZEMPAS, Prof. UE, dr hab., University of Economics in Katowice, Poland)

3.6. New approaches to the functioning of local budgets in Ukraine under
decentralization reform................c..ccoooiiiiiiiiiiii 163

(Svitlana SAVCHUK, PhD in Economics, Associate Professor, S.I. Yurii Department

of Finance; Antonina DEMIANIUK, PhD in Economics, Associate Professor,

S.1. Yurii Department of Finance, Ternopil National Economic University, Ukraine)

CHAPTER 4.

DOMINANTS OF DEVELOPMENT OF HOUSEHOLD FINANCE

UNDER CURRENT CONDITIONS.......coootiiiiiiiiteree e 171
4.1. Tax burden on households: theoretic and pragmatic aspects...................... 171

(Tetyana KIZYMA, Doctor of Economics, Professor, S.1. Yurii Department of Finance;
Andrii KIZYMA, PhD in Economics, Associate Professor, Dean of Faculty of Finance,
Ternopil National Economic University, Ukraine)

4.2. Can tax incentives be an effective tool increasing an inclination

to accumulate retirement savings of Polish people?......................ccocccoee. 177
(Magdalena SWACHA-LECH, Dr., Department of Finance, Wroclaw University
of Economics, Poland)

4.3. Household finances under current economic conditions in Ukraine........... 187
(Myroslava HUPALOVSKA, PhD in Economics, Associate Professor, S.1. Yurii

Department of Finance; Anna MOKRYTSKA, PhD in Economics, Associate Professor,

S.1 Yurii Department of Finance, Ternopil National Economic University, Ukraine)

4.4. Household investment behavior: world models and national peculiarities.....193
(Nataliya KARPYSHYN, PhD in Economics, Associate Professor, S.1. Yurii Department

of Finance,; Svitlana KOVAL, PhD in Economics, Associate Professor, S.1. Yurii Departiment

of Finance, Ternopil National Economic University, Ukraine)



4.5. Management of household’s investment portfolio.........................cccecnnen 201
(Anatoliy SYDORCHUK, PhD in Economics, Associate Professor, S.I. Yurii Department

of Finance; Andrii MASHKO, PhD in Economics, Associate Professor, S.I. Yurii Department

of Finance, Ternopil National Economic University, Ukraine)

CHAPTER 5.

INTERNATIONAL BUSINESS IN THE CONDITIONS

OF TAX HARMONIZATION......cootiiiiitiietceenee ettt 209
5.1. The importance of taxation aspects of international competitiveness......... 209

(Bohdan JELINSKI, Prof. zw. dr hab., Department of Economics and Organization
of International Trade, Institute of International Business, University of Gdansk, Poland)

5.2. Economic sanctions as a tool for regulation of foreign economic activity.......220
(Viktoria SIDLIAR, PhD in Economics, Associate Professor, Department of Taxes
and Fiscal Policy, Ternopil National Economic University, Ukraine)

5.3. Tax and labor costs competition for FDI in Central-Eastern Europe.
How Ukraine Can Benefit From High Tax and Labor Cost

COMPELIVENESS? ...t e etee e e e tre e e eaaaeeeestaeeeesannaeesennes 227
(Przemyslaw KULAWCZUK, Prof. UG, dr hab., Head of Department
of Macroeconomics, University of Gdansk, Poland)

CHAPTER 6.

STRATEGIC GUIDELINES ON FORMATION, FUNCTIONING

AND EXPANSION OF FISCAL SPACE OF THE STATE.........cccooven. 243
6.1. Features of tax revenues mobilization in the current conditions................. 243

(Vasyl DEMIANYSHYN, Doctor of Economics, Professor, S.1. Yurii Department of Finance,
Ternopil National Economic University, Ukraine)

6.2. Optimization of residential real estate taxation in the context

of increasing efficiency of state regulation of social standards.................... 249
(Lyudmyla ALEKSEYENKO, Doctor of Economics, Professor, Head of Department
of Accounting and Finance, Ivano-Frankivsk Educational Institute of Management
of Ternopil National Economic University; Oksana TSIZHMA, Senior Lecturer, Department
of Accounting and Finance, Ivano-Frankivsk Educational Institute of Management
of Ternopil National Economic University, Iryna KARPA, Postgraduate Student,
Department of Finance of Business Entities and Insurance, Ternopil National Economic
University, Ukraine)

6.3. The creation of fiscal space in the context of ensuring a high level

of financial security of the Ukrainian banking system................................. 257
(Oleksandra VASYLCHYSHYN, PhD in Economics, Associate Professor, Doctoral Student,
Department of Taxes and Fiscal Policy, Ternopil National Economic University, Ukraine)



6.4. Bank tax in the eurozone countries and in Poland........................................ 263
(Eugeniusz GOSTOMSKI, Professor, Department of Economics and Organization

of International Trade, Institute of International Business, University of Gdansk, Poland;

Tomasz MICHALOWSKI, Assistant Professor, Department of International Economic

Relations, Institute of International Business, University of Gdansk, Poland)

6.5. Special economic zones in Poland - conditions of business operation......... 271
(Olga DEBICKA, PhD, Head of Electronic Business Department, University of Gdansk,

Poland; Tomasz GUTOWSKI, PhD, Department of Global Economy, University of Gdansk,
Poland)

CHAPTER 7.
PROSPECTS FOR IMPROVEMENT OF FISCAL ADMINISTRATION:
INTERNATIONAL AND NATIONAL CONTEXT........cccceeiiiiiiiniinie e 279

7.1. Institutions of combating tax evasion in Ukraine:
retrospective of formation and development priorities............................... 279
(Olena SYDOROVYCH, PhD in Economics, Associate Professor, Department of Taxes
and Fiscal Policy; Inna HUTSAL, PhD in Economics, Associate Professor, Department
of Taxes and Fiscal Policy, Ternopil National Economic University, Ukraine)

7.2. Theoretical and applied paradigm of customs administration in Ukraine..... 285
(Svyatoslav HERCHAKIVSKYI, PhD in Economics, Associate Professor, Departiment

of Taxes and Fiscal Policy; Taras MARSHALOK, PhD in Economics, Associate Professor,
Department of Taxes and Fiscal Policy; Iryna NOVOSAD, Postgraduate Student,

Department of Taxes and Fiscal Policy, Ternopil National Economic University, Ukraine)

7.3. Individual social responsibility vs. tax behaviours of Poles.......................... 294
(Malgorzata SOLARZ, PhD in Economics, Department of Finance and Accounting;

Jacek ADAMEK, Professor, Department of Finance and Accounting, Wroctaw University

of Economics, Poland)

7.4. Formation of tax culture in context of American and Ukrainian

EXPETHCIICES. ......coueiiieiiieeiiieesctieeeeteeestaeeetaeeessaeeeesteeessssaeennseeesnsseesnseeesssseannnnn, 305
(Vitalii PYSMENNYI, PhD in Economics, Associate Professor, S.1. Yurii Department
of Finance, Ternopil National Economic University, Ukraine)

7.5. Strategic directions of improvement of property tax administration
for strengthening its stimulating effect on economic development
OF the F@GIOM.......cooiiiiiiiii e e e 313
(Volodymyr KOSTETSKYY, PhD in Economics, Associate Professor, Department
of Finance of Business Entities and Insurance, Ternopil National Economic University;
Elvina ABLYAZOVA, Senior Lecturer of Department of Economics, Finance, Accounting
and Audit, Zaporizhzhya Institute of Economics and Information Technologies, Ukraine)

7.6. Taxation features of agricultural producers............c..ccccoocuieeniiiiiniiinnieennnn. 323
(Iryna FEDOROVYCH, PhD in Economics, Lecturer, Department of Finance of Business
Entities and Insurance, Ternopil National Economic University, Ukraine)



CHAPTER 8.
GLOBAL CHALLENGES AND MODERN TRENDS IN FINANCE
OF BUSINESS ENTITIES ..ottt 331

8.1. Current trends and prospects of insurance mediation development
INUKFAINE......c.oooiiiii e 331

(Olga KNEYSLER, Doctor of Economics, Professor, Head of Department of Finance

of Business Entities and Insurance; Nataliia NALUKOVA, PhD in Economics, Associate

Professor, Department of Finance of Business Entities and Insurance, Ternopil National

Economic University, Ukraine)

8.2. Life insurance market in Ukraine: problems of functioning

and the European development vector................c.ccoooeveeeiiiiiieiensiieeee e, 338
(Halyna KULYNA, PhD in Economics, Associate Professor, Department of Finance
of Business Entities and Insurance; Petro RENDOVYCH, PhD in Economics, Associate
Professor, Department of Finance of Business Entities and Insurance, Ternopil National
Economic University, Ukraine)

8.3. Formation of company’s effective financial policy..............cccccceeviirniennn 347
(Igor STEFANIV, PhD in Economics, Associate Professor, Department of Finance
of Business Entities and Insurance, Ternopil National Economic University, Ukraine)

8.4. Tax risks in the system of financial risks of enterprise..................ccoceeennee. 353
(Tetiana PYSMENNA, PhD in Economics, Associate Professor, Department of Finance
of Business Entities and Insurance, Ternopil National Economic University, Ukraine)

8.5. Motivation of initial public offering of corporate rights on the stock
market: global trends and UKkrainian realities.................cccccceovniinnniennnne, 359
(Oleksandr KVASOVSKY]I, PhD in Economics, Associate Professor, Department
of Finance of Business Entities and Insurance; Mykola STETSKO, PhD in Economics,
Associate Professor, Department of Finance of Business Entities and Insurance,
Ternopil National Economic University, Ukraine)

8.6. Role of banks as main financial market intermediaries............................... 369
(Yaroslav FARION, PhD in Economics, Associate Professor, Department of Finance

of Business Entities and Insurance; Volodymyr FARION, PhD in Economics, Associate
Professor, Department of Finance of Business Entities and Insurance, Ternopil National

Economic University, Ukraine)

8.7. Self-assessment of business skills and knowledge — comparative study

of Polish and Ukrainian students...................ccoceiiniiiiiiiiinnieenicenice e, 375
(Wajciech BIZON, PhD, Department of Macroeconomics, University of Gdansk, Poland)

8.8. Intellectual and innovative development of economy in Ukraine:

realities and ProSPECES.............ccoeeiiiiiiiiieiiie et ere e 381
(Halyna OSTROVSKA, PhD in Economics, Associate Professor, Department
of Finance of Business Entities and Insurance, Ternopil National Economic
University, Ukraine)

8



28. Ustawa z dnia 17 maja 1989 r. o stosunku Panstwa do Kosciota Katolickiego w
Rzeczypospolitej Polskiej (tekst jedn. Dz. U. 2013, poz. 1169 ze zm.).

29. Ustawa z dnia 20 listopada 1998 r. o zryczaltowanym podatku dochodowym od
niektérych przychodéw osiaganych przez osoby fizyczne (tekst jedn. Dz. U. 2016, poz. 2180).

30. Ustawa z dnia 20 lutego 1997 r. o stosunku Panstwa do Kosciota Katolickiego
Mariawitéw w Rzeczypospolitej Polskiej (tekst jedn. Dz. U. 2015, poz. 44).

31. Ustawa z dnia 20 lutego 1997 r. o stosunku Panstwa do Kosciota Starokatolickiego
Mariawitéw w Rzeczypospolitej Polskiej (tekst jedn. Dz. U. 2015, poz. 14).

32. Ustawa z dnia 20 lutego 1997 r. o stosunku Panstwa do Kosciota Zielonoswiatkowego w
Rzeczypospolitej Polskiej (tekst jedn. Dz. U. 2015, poz. 13).

33. Ustawa z dnia 22 sierpnia 1997 r. o publicznej stuzbie krwi, (tekst jedn. Dz. U. 2014
poz. 332 ze zm.).

34. Ustawa z dnia 24 kwietnia 2003 r. o dziatalno$ci pozytku publicznego i o wolontariacie
(tekst jedn. Dz. U. 2016, poz. 1817).

35. Ustawa z dnia 26 lipca 1991 r. o podatku dochodowym od oséb fizycznych (tekst
jedn. Dz. U. 2016, poz. 2032).

36. Ustawa z dnia 30 czerwca 1995 r. o stosunku Panstwa do Kosciota Adwentystow Dnia
Siédmego w Rzeczypospolitej Polskiej (tekst jedn. Dz. U. 2014, poz. 1889).

37. Ustawa z dnia 30 czerwca 1995 r. o stosunku Panstwa do Kosciota Chrzescijan
Baptystow w Rzeczypospolitej Polskiej (tekst jedn. Dz. U. 2015, poz. 169).

38. Ustawa z dnia 30 czerwca 1995 r. o stosunku Panstwa do Kosciota Ewangelicko-
Metodystycznego w Rzeczypospolitej Polskiej (tekst jedn. Dz. U. 2014, poz. 1712).

39. Ustawa z dnia 30 czerwca 1995 r. o stosunku Panstwa do Kosciota Polskokatolickiego w
Rzeczypospolitej Polskiej (tekst jedn. Dz. U. 2014, poz. 1599).

40. Ustawa z dnia 4 lipca 1991 r. o stosunku Panstwa do Polskiego Autokefalicznego
Kosciota Prawostawnego (tekst jedn. Dz. U. 2014, poz. 1726).

41. Ustawa z dnia z dnia 13 maja 1994 r. o stosunku Panstwa do Kosciota Ewangelicko-
Augsburskiego w Rzeczypospolitej Polskiej (tekst jedn. Dz. U. 2015, poz. 43).

42. Wosinska W., Psychologia zZycia spotecznego, Gdanskie Wydawnictwo Psychologiczne,
Gdansk 2004.

7.4. Formation of tax culture in context
of American and Ukrainian experiences

The fundamental feature of a democratic state is compliance with laws by
citizens, including fulfilment of constitutional duties to pay taxes in the manner and
amounts which are prescribed by law. This issue is particularly important for Ukraine
today, in the period when the tax system does not meet the real demands of society, is
destructive and the public and private sectors are not able to provide sufficient and
stable tax revenues. At the same time tax payments is not associated with getting
benefits or preferences, social benefits and services are not available directly to
consumers [1, p. 231].

The main function of the Ukrainian tax system is fiscal. It aims to increase budget
revenues for any reason and without compromise. Most taxpayers hold in distrust with
the system of distribution of budgetary funds. High taxes affect the economic behaviour
of citizens. They change their ethical standards and ideals, forced to adapt to the strict
fiscal conditions. Thus, individual pragmatism is opposed to the principles of social
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ethics, expediency rub shoulders with selfishness in the tax system, according to the
authors of the monograph «The State — Taxes — Business» [2, p. 228].

It is also necessary to notice that taxpayers do not accept the basic principles of
taxation, one of which is the following paradigm that the taxes are the basis of
prosperity of state and society. Most of them do not understand why they are forced
to pay taxes, and thereby deprive them of a large part of earned income. Tax evasion
practically does not influence the business reputation in Ukraine, and the number of
penalties for tax crimes is too small. Unfortunately, society indirectly supports those
who do not pay taxes which are established by law. The issue of tax culture is
extremely relevant in this context, during the formation of a democratic state.

The eccentric phrase of Oliver W. Holmes Jr. (USA Supreme Court Justice):
«I hate paying taxes. But I love the civilization they give me» [3], have burnt into the
souls of the Americans. The process of taxation is understood as socially useful
action, by the Americans, in spite of the excessive tax burden. Tax mechanism in the
USA is formed in a way that each citizen, when pays taxes, feels the cash flow in all
level of the budget system. Any expenditures, such as on defence, economy,
education, social protection, health protection etc., they call as taxpayer money.

The Ukrainians instead understand the tax as required, gratuitous, irrevocable
and unconditional payment as a result of the payment of which attempts to get in
return public goods and services do not have practical realization. The fact that filling
of the budget is due to the payment of taxes (as is shown in Figure 1, they include
26.4% of GDP in the USA, 32.9% of GDP — in Ukraine, 34.3% of GDP — in OECD
countries) shows that this opinion is wrong, and there are no other such important
sources actually. Therefore, the role of taxes should increase in the formation of civil
society and ideology of payers should be changed towards the realization of the
necessity of its payment.
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Fig. 1. Tax-to-GDP ratio over time.
Note. Is based on [4].
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The duty of paying taxes, which is equivalent to such fundamental principles of
the functioning of a democratic state as the protection of the state, its independence
and territorial integrity, equality of men before the law, observance of rights and
freedoms of citizens, formed over the centuries, in the USA. The process of taxation
was considered as robbery by the state for a long period of time. Authentic origin of
this hypothesis is connected with coercion, in other words, deprivation of citizens of
income or ownership right in profit of state. Therefore, taxes are considered as great
evil, it was necessary to draw attention to them temporarily, if it was special
conditions or when there were not alternative ways to finance the outlay.

Any innovations in the tax area have always met with taxpayers’ resistance,
even in the USA. «I am proud to be paying taxes in the United States. The only thing
is — I could be just as proud for half the money» [5], as Arthur Godfrey wrote. He is
right in some way, because this is no ideal tax, therefore the tax work of democratic
governments and totalitarian regimes does not stop all over the world until this day.
They try to form, in this case, such architecture fiscal relations, which would allow by
its similarity, mobilize to the budget amount of funds which will be enough for
financing of public goods and services without oppressing of economic development
at the same [6, p. 345].

However, it was not possible at all time, as a result tax evasion is prevalent
both the United States and Ukraine. If we take into account our country, gaps in fiscal
policy are one reason of low level of payment of taxes it should be noted because it is
not clear far for citizens almost. Small and excessive tax evasion took hold in society
too much and it is very difficult to overcome this tendency for today. It is appropriate
to think that tax evasion together with black economy and organized crime fills the
gap between legal laws and the moral principle of society [2, p. 316].

Moral and psychological condition of taxpayers is one of reasons why this is a
tax crime in society. People have a negative attitude towards the tax system. Legal
nihilism together with this provokes a massive noncompliance with the laws which
regulate the tax relations and have caused material damage to the state. Society does
not understands that the income reduction or other objects of taxation, non-provision
of documents which are necessary for tax computation, submitting of fake data,
illegally obtaining of tax benefits are crimes. This situation can be easily explained
by the fact that the Ukrainians have very low level of tax culture.

Other situation is formed in the USA. For example, taxpayers can file a claim
with the state administration as to prevent the waste of budget funds, if they prove
discrepancy of this waste. It is because financing of social requirements provided by
taxpayers finally. The ability to file such claim significant consolidates their status
and allows use their constitutional rights in full and fell themselves as a citizen with
full rights. Tax culture lies as deep in the minds of Americans as it seems that it
enshrined in their genes [7].

They realized long ago and comply with the opinion, that progress of democracy
is impossible without mutual trust between the state and citizens, without deepening of
the dialogue between tax authorities and taxpayers, without compliance with the high
level of tax culture. IRS monitors execution of the taxation laws, lays down the rules for
taxpayers, as the state agency of the Federal Government of the USA, which provides
the tax collection. (Table 1). If you perform these rules, it is possible to organize tax
relations, because the right to honest and fair tax system is in their basis.
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Table 1

The fundamental rights for American taxpayers

Rights

Characteristic

Taxpayer Bill of Rights:
#1, The Right to Be
Informed

Taxpayers have the right to know what they need to do to comply with
the tax laws. They are entitled to clear explanations of the laws and IRS
procedures in all tax forms, instructions, publications, notices and
correspondence. They have the right to be informed of IRS decisions
about their tax accounts and to receive clear explanations of the outcomes.

Taxpayer Bill of Rights:
#2, The Right to Quality
Service

Taxpayers have the right to receive prompt, courteous, and professional
assistance in their dealings with the IRS, to be spoken to in a way they
can easily understand, to receive clear and easily understandable
communications from the IRS, and to speak to a supervisor about
inadequate service.

Taxpayer Bill of Rights:
#3, The Right to Pay No
More than the Correct
Amount of Tax

Taxpayers have the right to pay only the amount of tax legally due,
including interest and penalties, and to have the IRS apply all tax
payments properly.

Taxpayer Bill of Rights:
#4, The Right to
Challenge the IRS’s
Position and Be Heard

Taxpayers have the right to raise objections and provide additional
documentation in response to formal IRS actions or proposed actions, to
expect that the IRS will consider their timely objections and
documentation promptly and fairly, and to receive a response if the IRS
does not agree with their position.

Taxpayer Bill of Rights:
#5, The Right to Appeal
an IRS Decision in an
Independent Forum

Taxpayers are entitled to a fair and impartial administrative appeal of
most IRS decisions, including many penalties, and have the right to
receive a written response regarding the Office of Appeals’ decision.
Taxpayers generally have the right to take their cases to court.

Taxpayer Bill of Rights:
#6, The Right to Finality

Taxpayers have the right to know the maximum amount of time they
have to challenge the IRS’s position as well as the maximum amount of
time the IRS has to audit a particular tax year or collect a tax debt.
Taxpayers have the right to know when the IRS has finished an audit.

Taxpayer Bill of Rights:
#7, The Right to Privacy

Taxpayers have the right to expect that any IRS inquiry, examination, or
enforcement action will comply with the law and be no more intrusive
than necessary, and will respect all due process rights, including search
and seizure protections and will provide, where applicable, a collection
due process hearing.

Taxpayer Bill of Rights:
#8, The Right to
Confidentiality

Taxpayers have the right to expect that any information they provide to
the IRS will not be disclosed unless authorized by the taxpayer or by
law. Taxpayers have the right to expect appropriate action will be taken
against employees, return preparers, and others who wrongfully use or
disclose taxpayer return information.

Taxpayer Bill of Rights:
#9, The Right to Retain
Representation

Taxpayers have the right to retain an authorized representative of their
choice to represent them in their dealings with the IRS. Taxpayers have
the right to seek assistance from a Low Income Taxpayer Clinic if they
cannot afford representation.

Taxpayer Bill of Rights:
#10, The Right to a Fair
and Just Tax System

Taxpayers have the right to expect the tax system to consider facts and
circumstances that might affect their underlying liabilities, ability to pay,
or ability to provide information timely. Taxpayers have the right to
receive assistance from the Taxpayer Advocate Service if they are
experiencing financial difficulty or if the IRS has not resolved their tax
issues properly and timely through its normal channels.

Note. Is based on [8].
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«The Right to Be Informed» means that taxpayers have the right to have
complete and accurate information about their actions for execution of the taxation
laws. They have the right to an explanation of the laws and procedures of the IRS in
all tax forms, instructions, publications, reports and correspondence. Taxpayers are
obligated to be informed about the decision of IRS in relation to their tax accounts
and clear explanation about completion of the consideration of their matter in
accordance with this law. This is achieved through the development of online
services and networks of financial consultants in terms of development of
information technology.

This is one more rule for taxpayers. It is «The Right to Quality Service». They
have the right in particular, get priority, polite and professional help communicate in
the language which is simple and understandable for them, receive messages and
explanations which are clear and understandable for them, file a complaint to the
management if they were serviced in inadequate manner, in their relations with the
IRS. Deep trust and organic relations between taxpayers with employees of tax
service bodies is felt today in the organization of tax relations in the USA, in this
context they ensure compliance with the requirements of a high level of tax culture.

If we take into account Ukraine, taxpayers are almost helpless before the tax
authorities. This is because any mistake in the payment of taxes is punished by
financial penalties. Tax authorities are not interested in helping to business entities
and citizens to perform tax regulations. If proceed from interest of the tax authorities,
by contrast, the worse taxpayers know the tax laws and make more mistakes, the
better for them because part of back taxes and penalties goes to the financing of the
tax service.

The rule «The Right to Pay No More than the Correct Amount of Tax» is quite
logical. Taxpayers have the right, according to it, to pay only that amount of taxes
that is required by law, including interest and penalties, and expect that the IRS will
take into account all taxes paid in the prescribed manner. There are similarities in this
rule with rule which was developed in the Ukrainian legislation. First similarity is the
generality of taxation — each person must pay taxes which are established by the Tax
Code of Ukraine. Second similarity is a common approach to the establishment of
taxes — determination of all required elements of tax in terms of legislation [9].

«The Right to Challenge the IRS’s Position and Be Heard» means that
taxpayers have the right to raise objections and show additional documentation in
response to the already made or only offered official measures of IRS, count on the
fact that the IRS will consider objections and documents which have been filed on
time without delay and fairly. Taxpayers have the right also on the fair and impartial
appeal of most IRS decisions, including many kinds of penalties administratively. It
is written about it in the separate chapter, particularly «The Right to Appeal an IRS
Decision in an Independent Forum».

«The Right to Privacy» is also the important rule. Taxpayers have a right to
expect that, that any request consideration of case or enforcement measure on the part
of IRS will be conducted according to the law without exceeding of required limits of
intrusion in the private life, in full compliance with all appropriate legal procedures,
including protection against searches, and in cases which are stipulated by the rules
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expect to collections if the objection will be considered properly. Taxmen are
representatives of public interests, of course, they should to strengthen the positive
image and authority of the Tax Service by means of their acts and actions, and they
should value their name and reputation.

The rules of conduct which are respected by tax officials in Ukraine, should
promote to compliance of the principle of protection of tax information. For example,
taxpayers have the right to expect that any information which is provided to IRS will
not be disclosed without the consent of the taxpayer or without the approval of the
law in the USA. This means «The Right to Confidentiality» in tax laws. Taxpayers
have the right, in addition, expect that IRS employees will bear appropriate penalties
if they disclose or use information from the tax declaration.

«The Right to Retain Representation» is one more rule. Taxpayers have the
right, in other words, to hire an authorized representative for representation of their
interests before the IRS. If the taxpayer cannot allow it, they can apply to the Low
Income Taxpayer Clinic or if they struggle financially they can apply to the Taxpayer
Advocate Service. «The Right to a Fair and Just Tax System» means that, taxpayers
have a right to expect that the tax system takes into account the facts and
circumstances that could affect their status of debtors, paying capacity or the ability
to provide information timely.

All in all, there are some principles in the Tax Code of Ukraine which USA tax
authorities can take on board. This is because competence, legal certainty and
equality before the law are main principles in highly developed democratic society.
They provide priority of rights and freedoms of man and citizen. That is why equality
of all taxpayers before the law, prevention of any form of tax discrimination means
that the same approach will be provided to all taxpayers independently from their
social, racial, national, religious affiliation, ownership of legal entity, individual
citizenship, etc.

This is also one more important rule in the Tax Code of Ukraine it sounds like
presumption of legality of decisions of a taxpayer if the rule of law or other legal act
adopted on the basis of the law, or if the rules of different laws and different
regulations allow mixed (multiple) interpretation of the rights and duties of taxpayers
or regulatory authorities, resulting in ability to take a decision in favour of the
taxpayer as well as the regulatory authority [9]. This rule can be easily adapted to the
organization of tax relations in the USA but the problem is that it is not valid in
Ukraine. Level of prosperity depends, however not only on the quality (not quantity)
level of taxes, but also on the existence of social institutions.

Relevant departments of the State Fiscal Service of Ukraine involved in the
formation of high tax culture of the population and support efforts aimed at filling of
budget revenues. The main areas of their work are active explanation of the order of
laws application and other regulatory legal acts which are related whit questions
about taxation in the media. Social activist and volunteers are involved by tax
authorities in addition, with the purpose of implementation of public awareness work
among large sections of the public [1, p. 231].

So why is it the high level of tax evasion in Ukraine? There are some problems
which could not be solved during the longstanding history of Ukrainian
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independence, as follows excessive share of informal connections between
government and business, low level of financial literacy of people and low level of
tax payment culture [10, p. 173]. Initial step on the road to constructive changes is the
understanding of the fact that it is necessary to pay timely and in full, in other words
take part in supporting of state affairs. It is much more difficult to follow the
dominants that lie in virtues of conscience, consciousness and obligation to dispose a
part of property and income in profit of state. (Figure 2).

Each person should develop common human values such as conscience,
consciousness and responsibility, in order to the process of tax payments gets features
of voluntarily, unselfishness and understanding. The word «conscience» is considered
in the dictionary as the awareness and sense of moral responsibility for own behavior
and actions to oneself, to people and to society in general [11, p.838]. Thus,
conscientious taxpayer is a person who brings a moral obligation to the fore, want to
show oneself as a law-abiding citizen by means of coordination of perception what is
right and what is wrong in behavior.

[ Characteristics of the concepts of conscience, consciousness and duty ]
Conscience Consciousness Duty

Through coordination in
human behaviour the
perception of right and
wrong understanding
that timely and fully
payment of taxes makes
them spiritually strong

Construction of a
certain image of the
relationship between

state and society, which
is formed by a positive
emotional attitude to the
process of taxation

The obligation of
citizens to dispose a part
of their own wealth in
profit of state, that is
provided to the process
of tax collection features
of inviolately
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Fig. 2. Characteristics of the concepts of conscience, consciousness

and duty and also their relation to taxation.
Note. Is based on [11, p. 838, 77; 12, p. 548].

Consciousness is a process of reflection of reality by the brain, which covers all
forms of mental activity and leads to purposeful human activity [11, p. 77]. If we are
talking about payment of taxes, this feature demonstrates cognitive function, which
lies in creation of certain image of relations between state and society, by means of
which positive emotional attitude to the process of taxation is formed. The following
issues are faced in this case. There are the question of free will to pay taxes which are
introduced by law and question of responsibility of person for tax evasion.
Consciousness requires the taxpayer to act rationally even when he is under the
influence of irrational factors.

Duty is something that should be strictly followed, something that should be done
without refusal according to the requirements of society or based on own conscience
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[12, p. 548]. As already noted, taxpayers carry out their activities base on the principle of
compulsory of payment of taxes, what is provided by the constitution and on the tax
laws of all democratically developed countries. That is why the activities of tax
authorities can be effective only when they become law-abiding citizens. Law-abiding
majority can appear only if society will reach a high level of tax culture.

It is necessary to form a tax culture of the population from an early age.
Experience has shown that it is impossible to bring up the virtuous taxpayer if
examples of clear and correct application of tax law do not show. Purposeful
educational work is carried out with different groups of citizens, mostly with young
people focused on fair payment of taxes in the USA. Special classes and meetings
with representatives of tax authorities are carried out in schools and universities.
Various informational and educational departments, television and radio, social
networks are also involved in order to educate law-abiding citizens.

Organization of classes on education of tax culture in schools — is the job for
the future, because only the legislative field cannot give necessary result if law-
abiding citizens will not be prepared to its perception. As is well known, the model of
managing of personal finances has formed from school. Unfortunately, teachers do
not have the appropriate level of preparation and informational and methodological
support in modern Ukrainian schools and because of it educational work and elective
course in this field do not carry out almost. All training programs of multilevel
education system should contain at the same time, elements of financial literacy.

Thus, level of tax culture of Ukrainians should increase on the model of
organization of tax administration in the USA. Low ethical and moral quality of
taxpayers, however and systematic and massive violations of tax laws, as a result
prevents this. The primary task of all institutions of government is solving these
problems at the present stage of state formation. Tax relations should become the
dominant in terms of democratization of public life, and based on the fundamental
principles of taxation such as necessity, generality, fairness, clearness, equality, and
non-discrimination.
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7.5. Strategic directions of improvement
of property tax administration for strengthening
its stimulating effect on economic development
of the region

One of the priority areas of taxation in Ukraine is developing the property
taxation methodologies such as: development and evaluation the real estate objects
within the current economic conditions; criteria differentiating approach to taxation
of different objects taking into account functional characteristics, physical condition
and other features of property.

The system of property taxation in the current tax system of Ukraine is the
most poorly tax brunch. However, property taxes are stable in the tax base, the least
prone to fluctuate and do not depend on the results of financial and business activity
of taxpayers. That allows considering it as a stable source of income for local budgets.

The strategic goal of the State Fiscal Service of Ukraine as for the property
taxation is increasing the role in the formation of local budgets revenue.

Nowadays within the property taxes administration in Ukraine there are three
main groups of problems:

— 1imperfection of registration and accounting of taxpayers procedures, which
does not allow to carry out the effective fiscal control;

— imperfection of relations between the taxpayers and tax administration that
does not meet quality requirements;

— complication of local tax administration.

Such challenges underline the necessity to improving of methods and tools of tax
administration. In this context, the unity of theory and practice allows to justify the need
for a substantial change in the structure and functions of the fiscal authorities, areas of
tax policy and methodic bases of tax proceedings. These developments are the basis for
the adoption of drastic measures, even before the next stage of tax reformation.
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