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NEGODA A.

PROCESS CONTROL OF DESHADOWING OF RELATIONS IN TOURIST BUSINES

This article conducted a systematic analysis of the main causes of shadow processes (lack of proper
market environment, the severity of the tax burden, the presence of poorly controlled border spreading hid-
den employment, structural imbalances) that hinder the development of tourism in Ukraine in recent years
have revealed possible ways to legalize relations in tourism business. The main priorities of the state resort
and tourism policy are as follows: the creation of optimal legal regulations of tourism and resort develop-
ment in Ukraine along with their infrastructure; ensuring state promotion of the foreign and domestic tourism
development in Ukraine; making the national tourism product competitive on the world market.

Keywords: shadow economy, hidden employment, deshadowing, tourism industry, strategy of tour-

ism development.

Problem statement. The world tenden-
cies in the international tourism allow refer-
ring the tourism business to the most promis-
ing industries. A rapid growth of shadow
economy comparing to the official business
can be observed in recent years as a danger-
ous tendency in the world economic system.
This results in the problem of existence of
shadow processes in the tourism industry un-
der the conditions of globalization. This prob-
lem becomes pressing for countries of the
world in general as well as for national econ-
omies and regions. The spread of such a dan-
gerous phenomenon as economy shadowing is
recognized as one of the threats to the nation-
al and regional economic security that initiat-
ed the search for sources of deshadowing rela-
tions in the tourism business.

Analysis of the latest researches and
publications. Numerous economic publica-
tions describe problems of deshadowing, par-

ticularly publications of the following authors:

A.V. Bazyliuk, Z.S. Varnalii, Ya.Ya. Dia-
chenko, I.I. Mazur, V.K. Mamutov, Yu.N.
Popov, V.A. Predborskyi and others. The re-
search of the shadow economy as a social and
economic phenomenon appeared in special
literature not long ago: from the middle of the
last century and mainly in the works of for-
eign scholars. The following names can be
mentioned among the Ukrainian researchers
studying the shadowing processes and the
ways of their reduction: A.Halchynskyi,
O.Vlasiuk, V.Heiets, A.Bazeliuk, T.Koriahin,
O.Mandybura, I.Mazur and others. The num-
ber of such publications increased in the latest
years. However, the effectiveness of these re-
searches, the practical application of their

basic results for developing certain public ac-
tions as to deshadowing the domestic econo-
my in general and the tourism industry in par-
ticular could be much better now. It is related
to many factors and especially to the political
processes taking place in Ukraine.

A deep research of this matter is neces-
sary because of the strategic orientation of the
foreign economic policy of Ukraine towards a
deep integration to European space, provided
globalization would go on in the future and
keep strengthening. The study and review of
the experience of the regional and national
counteraction to the world negative effect of
the shadow economy becomes very important
as well. Nowadays economic publications do
not provide a systemic analysis of the causes
for shadowing of the tourism business in
Ukraine. Therefore, the national deshadowing
measures in the tourism industry can hardly
be taken.

The purpose of the research is, firstly,
to carry out a systemic analysis of the causes
for shadowing economic activities; secondly,
to develop a system of integrated measures to
reduce the degree of shadowing in the tourism
industry.

Basic results of the research. Notwith-
standing many methods of analyzing illegal
economic activities available, there is no
common definition yet for shadow economic
activities. Yu.Latov defines the shadow econ-
omy as “...a system of illegal economic ac-
tions contradicting the current legislation” [1,
p.15-16]. F.Shnaider stresses that “...the part
of the gross national product not indicated in
official accounts” can be referred to as the
shadow segment of economy [2, p.194].
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Now the most promising way of income
increasing is attraction of the shadow turnover
to the legal business. Nevertheless, all the at-
tempts to resolve this problem, particularly
due to the improvement of the taxation system,
the review of benefits, strengthening of the
tax collection control, failed to give the ex-
pected results. The shadow economy still
holds leading positions.

Shadow economy in tourism can be
considered as objectively conditioned social
and economic mechanism reimbursing fail-
ures and shortcomings of the legal means of
economic regulation [Omuoka! HMcTouyHHK
CCHUIKH He Hajifen.3, p.466].

It should be underlined that the im-
portance of this problem is confirmed by
many existing variants of criminal behavior.
The extent of shadow economy already ex-
ceeds the legal business but it is hard to
measure because the purpose the shadow
economy actually appears for is to avoid any
measurement [4, p.22].

The evidence of high tourism industry
shadowing is the fact that there were only
about 5% of legal tourists in 15% of tourists
number increase in 2012 (hotels, health re-
sorts and boarding houses where tourists are
registered) and about 10% — private houses
(private persons providing services to tourists
in their households without paying taxes). For
example, the situation in Crimea receiving 5
million 819 thousand tourists in 2011, that is
five times more than the number of tourists
who came to Dubai. However, they left 10
times less money than in Dubai [9].

The main factors of shadow tourism de-
velopment in the transformation economy are
as follows: an excessive taxation load, too
much regulation and control of tourism activi-
ties and a big weight of state-run economy.

A rather new factor is transnationaliza-
tion and globalization of the tourism business.
This factor is especially considerable in the
countries actively participating in foreign
economic relationship where the financial
system is relatively liberal or not controlled
enough.

They are common for the countries with
different types of economy — for the countries
with market economy, transitional economy
and developing countries. A number of fac-

tors can be distinguished as well, either solely
typical for the transitional economies or hav-
ing different effect under conditions of differ-
ent types of economic systems.

Such factor as the extent of income and
expense of local funds (budget) has diverse
effect on the volume of shadow tourism.

Thus, the following factors among those
contributed to the development and strength-
ening of the shadow tourism industry of
Ukraine have to be mentioned: lack of real
market environment; heavy taxation load;
spread of hidden employment; structural eco-
nomic imbalances.

The lack of real market environment in
tourism industry is the consequence of con-
tradictions in the industry development policy
and the current legislation. The administra-
tive and punitive measures taken by the local
authorities to oppose shadowing are totally
inefficient as they do not change market con-
ditions of business activities. If the state eco-
nomic policy cannot provide able-bodied
people with employment and is carried out
regardless the interests of the vast majority of
economic players, the shadow economy will
cover new areas of business and dominate the
society [5, p.99]. The new rules of concluding
economic transaction will emerge spontane-
ously where the conditions of informal
agreements prevail over regulatory and con-
trolling mission of local authorities. It be-
comes routine to submit minimum infor-
mation about the nature and volume of entre-
preneurial activities. Bribery is practiced
overall. Reimbursement for additional risks
and related expenditure is included in the
price of services provided. Shadow tourism
activities get improved and well-masked
forms and realization due to the application of
punitive measures. This results in criminaliza-
tion of the tourism industry.

The incomplete and imperfect market
mechanisms, slow economic reforms unbal-
ance the tourism policy and the interests of
most business entities. The participants of
economic relationship have to create mecha-
nisms of their cooperation by themselves. The
biggest part of shadow tourism turnover is
made by useful tourism activities hidden from
official statistics and taxation. This environ-
ment encourages a slighting attitude of busi-



ness entities towards the local authorities.
People show their growing legal skepticism as
well [5, p. 100].

The regulation of tourism activities as a
factor of shadowing increasing in the industry
is especially important under these conditions.
The most important direction of the institu-
tional reforms in transition to the market
economy is, as generally known, liberaliza-
tion of economic activities. Its idea is intro-
duction of such market freedoms as competi-
tion, entrepreneurial activities, price for-
mation, etc. However, this process is irregular,
inconsecutive and incomplete. The power of
market is still limited in many segments of
tourism business subjected, as before, to strict
governmental regulation. Many experts con-
sider this incomplete liberalization of tourism
activities as the main ground for shadowing in
this industry.

The heavy taxation load is considered
one of the most efficient factors contributing
to the growth of shadow economy. The fact
that the tax policy exclusively serves current
financial interests — i.e. attracting as much
earnings as possible to the local and to the
state budget — makes an excessive tax pres-
sure on business entities. This promotes hid-
ing the real extent of tourism activities and
their shadowing, too [6, p. 61].

The world financial and economic crisis
could only strengthen these tendencies in the
Ukrainian tourism business. At the same time,
the level of shadow economy dropped till
2008. That was caused by an increased confi-
dence of consumers and their satisfaction
brought to partial deshadowing of people’s
income. When a person wants to get a con-
sumer credit, documents confirming the per-
son’s solvency (income statement) should be
provided and it was the incentive for employ-
ers to legalize a part of their employees’ sala-
ry [5, p. 100].

Notwithstanding a certain tendency of
shadow economy reduction since 1998 that
can be observed in Ukraine, it is still impossi-
ble to reduce substantially the level of tourism
industry shadowing and to minimize its effect
on the social and economic situation in the
country [7, p. 58].

The shadow tourism industry keeps be-
coming well-organized and applies insolent

and fine forms of illegal activities. Our coun-
try still needs a clear mechanism of coopera-
tion between the authorities and an efficient
and integral use of all available means and
resources of state organizations responsible
for rights protection, control, finances, etc. in
resolving the problems stated. It means that
the ways of influence selected by the state do
not entirely consider the factors of deshadow-
ing of a part of Ukrainian tourism industry is
depending on. It is necessary to look perma-
nently for new measures and for understand-
ing the fact that the problem stated cannot be
resolved in separate campaigns. Such
measures could be, for instance, the plans of
the Ministry of resorts and tourism of Crimea
to legalize minihotels having the number of
places of ten and below. According to the
words of Oleksandr Liiev, the first deputy
minister of this authority, they have been pre-
paring a draft of amendments to the Tax Code
of Ukraine in cooperation with the authorities
of the local self-government to permit hotels
to work by a seasonal patent. Actually, mini-
hotels receive their guests only for 3 months
and it is rather difficult to register such enti-
ties like hotels. It will allow deshadowing the
resort business of Crimea. It is also planned to
issue certificates for private houses where
rooms for tourists are offered [10].

The punitive actions, as experience
shows, remain inefficient if they are not sup-
ported by systemic measures on creation of a
favourable economic environment and on
propagation of the culture of law. They do not
stop shadow operations but make them very
fine and masked. It is also clear that further
limitation of effect of tourism business shad-
owing factors cannot only be based on the use
of force providing temporary effect. Success
can only be ensured in an integral system of
actions aimed, first of all, at the elimination
and prevention of the causes and conditions of
these appearances and processes.

Having started the tax reform, the au-
thorities made a very important step for econ-
omy deshadowing. Serhii Tihipko, the deputy
prime minister of Ukraine talked about it at a
Parliament session during the hour of Gov-
ernment. He said that about 40% of the
Ukrainian economy is shadowed and the
adopted Tax Code of Ukraine [8] is an in-
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complete but a very important step for econ-
omy deshadowing. Nevertheless the expecta-
tions of the authorities failed to come true be-
cause the tax reform essentially reduced the
advantages of the small business, namely the
simplified taxation, which got shadowed in
response to the governmental actions under
the circumstances of the increased tax pres-
sure.

Moreover, regardless the National tour-
ism development program existing in Ukraine,
the state policy of tourism development is in-
sufficient, particularly because of lack of fi-
nancing, regulatory and procedural support,
consideration of peculiarities of tourism de-
velopment in each region, the condition and
features of development of their economy,
resource background, etc. All these factors
along with the systemic obstacles to the eco-
nomic development of the Ukrainian regions
result in the tension in social and labour rela-
tionship, increase of unemployment, devel-
opment of corruption and shadow economy. It
became necessary to adopt the Law of
Ukraine on legalization of shadow assets
earned not criminally in order to introduce the
amnesty policy for a certain period towards
shadow capital of not criminal origin through
opening ways to it for being legally invested,
including in tourism. We should mention that
there already exists such a system of measures
in Poland and it has been practising for a long
time, and it is especially efficient in tourism
and frontier regions.

Shortcoming of legal regulation of the
problem studied is that the estimation of
shadowing on the subregional and local levels
in Ukraine is limited by the lack of a due stat-
ic base and appropriate procedure that would
take into account the peculiarities of shadow
economy existence in certain industry. It is
necessary to mention that the bureaucracy in
taking decisions by the local executive au-
thorities, uncertain determination of rights
and mutual commitments of the state and the
business entities, regular changes in current
laws and regulations also result in the imbal-
ance in the law and regulatory mechanism and
makes obstacles to the development of eco-
nomic activities.

In order to break certain shadow struc-
tures and to restrict shadow activities in tour-

ism industry, now it is necessary to take a
number of measures, particularly: reforming
the national system of finance control of con-
ducting illegal activities by means of develop-
ing certain restriction instruments for shadow
structures of redistribution of finance re-
sources for each particular case; forming a
special register and a general list of declara-
tions with VAT amounts declared to be reim-
bursed considered doubtful; application of
minimum prices for highly liquid imported
goods (first of all excisable goods) for settle-
ments and tax payment; establishing an insti-
tution of customs and tax service representa-
tives in other countries (for exchange of in-
formation about taxation of foreign economic
activities of the Ukrainian business entities);
monitoring in-company prices within holding
companies; introduction of changes in organi-
zation structure of state-owned holding com-
panies (particularly disentitling companies to
be legal entities) and others.

Integrated application of the measures
given above will promote the process of
economy deshadowing and cause the process
of income legalization.

The problem of shadow capital legaliza-
tion is complicated. Legalization of income
earned illegally or not taxed is only a small
component of the problem of shadow tourism
activities and one of the ways of tourism in-
dustry deshadowing in general.

The problem of tourism business shad-
owing should be considered from a much
wider point of view. It is necessary to have
our own concept of shadow economy legali-
zation taking into account our economic, so-
cial and political conditions as well as the fea-
tures of shadow economy appearances. The
numerous aspects and branches of shadowing
appearances confirm senselessness of the
symptomatic repressive counteraction meth-
ods in the form of strengthening punitive and
control functions of the state. The key factor
of deshadowing should be the establishment
of a motivational law and regulatory envi-
ronment ensuring efficient and profitable
work of the legal tourism industry. The stabil-
ity of the economic development should be
ensured exclusively by means of market regu-
lation. It will contribute to attaining political,
social and economic stability in the country



provided the image of Ukraine among other
countries and international organizations is
improved.

Only taking active measures as to tour-

ism deshadowing can bring the desired results.

We need to create a clear mechanism of co-
operation between the authorities and an effi-
cient and integral use of possibilities of the
civil society and all available means and re-
sources of the state organizations responsible
for rights protection, control, finances, etc. in
resolving the problems stated. The elimina-
tion of the criminal and other illegal areas of
shadow tourism turnover has to be supported
by the introduction of efficient mechanisms of
returning capitals of not criminal origin to the
official segment of economy.

In order to do it, we need a new strategy
of economy deshadowing providing, first of
all, the creation of favourable conditions for
the legal economic activities based on the
maximum respect of the interests of the busi-
ness entities. The executive authorities on
their part have to elaborate and to implement
the legal and organizational means ensuring
active counteraction to the criminal activities
in the economy.

Conclusion and opportunities of fu-
ture researches. The developed tourism in-
frastructure promotes the improvement of at-
tractiveness of the country and its competi-
tiveness in the world, speeds up the processes
of its integration to the world economy, en-
sures the transition from the agricultural and
industrial economy to the development of the
economy based on services.

The state program of tourism shadow-
ing reduction has to include the creation of
conditions for the legalization of shadow
structures, reduction of tax pressure, protec-
tion of interests of businessmen, promotion of
business activities, taking strict administrative
and punitive measures, elimination of state-
owned corrupted structures on all the levels of
authority. The main priorities of the state re-
sort and tourism policy are as follows: the
creation of optimal legal regulations of tour-
ism and resort development in Ukraine along
with their infrastructure; ensuring state pro-
motion of the foreign and domestic tourism
development in Ukraine; making the national

tourism product competitive on the world
market.

The opportunities of future researches
in this direction consist in a more structured
and detailed description of each of the
measures proposed, the development of con-
secutive operations, which would accumulate
the activities of the authorities and of the citi-
zens in our country. The aspects of the im-
plementation of deshadowing and legalization
of capital earned from the illegal tourism ac-
tivities in Ukraine require further study as
well.
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Heroma I'. A.
YnpasJiiHHs npouecom JAeTiHi3alii BiTHOCMH y TYpUCTHYHOMY Oi3Heci

B craTTi mpoBeneHO CHCTEMHHMI aHajli3 OCHOBHHMX NPUYWH iCHYBaHHS TIHBOBHX ITPOIIECIB
(BiICYTHICTh MOBHOLIHHOTO PUHKOBOTO CEPEOBHINA, BAXKICTh MOJATKOBOTO HABAaHTAXKEHHS, Ha-
SIBHICTh HEJIOCTATHHO KOHTPOJILOBAHOTO KOPAOHY, MOIIMPEHHS MPUXOBAHOI 3alHATOCT1, CTPYKTYpHI
JHCTIPOTIOPIIiT), IO CTPUMYIOTH PO3BUTOK TypH3MYy B YKpaiHi B OCTaHHI POKH, PO3KPUTO MOXKIIUBI
IUIAXU JIETiHI3alii BIAHOCUH Y TypUCTHUHOMY Oi3Heci. OCHOBHUMH MPIOPUTETAMH JIEP>KaBHOT KY-
POPTHOT MOJITHKHM B Taily3l TypH3My €: CTBOPEHHS ONTHMAIBHUX MPABOBHX HOPM TYpH3MY 1 KY-
POPTHOTO PO3BUTKY B YKpaiHi pazoM 3 iX iHGPACTPYKTYpoOro, 3a0€3MeUeHHs JePKaBHOIO CTUMY-
JIOBAHHS PO3BUTKY 30BHIIIHBOTO Ta BHYTPIIIHBOTO TYpH3MY B YKpaiHi, IO pOOUTH HAlliOHATBHHNA
MPOJYKT TYpU3MY KOHKYPEHTOCIIPOMOXKHUMU Ha CBITOBOMY PHHKE.

Kniouosi cnosa: TiHbOBa €KOHOMIsI, IPUXOBAHA 3aWHATICTD, AETiHI3aIlisl, TYPUCTUYHA TaIy3b,
CTpaTerist pO3BUTKY TYPHU3MY.

Heroaa A. A.
YnpagiieHue JeTeHN3alMU OTHOLIEHUI B TYPUCTHYECKOM OU3Hece

B craThe mpoBeieH CUCTEMHBII aHallu3 OCHOBHBIX MPUYHH CYIIECTBOBAHUS TEHEBBIX MPOIEC-
COB (OTCYTCTBHUE IOJIHOLICHHOM PBIHOYHOM CpPEJbl, TSXKECTh HAJIOIOBOM HArpys3Kd, HaJlU4uue HeZo-
CTATOYHO KOHTPOJMPYEMOIO TPaHUIlbl, pACIPOCTPAHEHUE CKPBITON 3aHATOCTH, CTPYKTYPHBIE IHC-
MIPOIOPLIMN), KOTOPHIE CAEPKUBAIOT Pa3BUTHE Typu3Ma B YKpauHE B MOCIEIHUE TOAbI, PACKPHITO
BO3MOXKHBIE MTyTH JETEHU3AIMH OTHOIICHUN B TYpUCTHYECKOM Ou3Hece. OCHOBHBIMU MPUOPUTETA-
MU TOCYAApCTBEHHOM KYypOPTHOH IMOJIUTUKUA B OOJACTH TypU3Ma SIBJISIOTCS: CO3JaHHME ONTHUMAallb-
HBIX MIPABOBBIX HOPM TYypH3Ma U KYPOPTHOTO Pa3BUTHA B YKpaWHE BMeCTe ¢ UX UH(PPACTPYKTYPOii,
o0ecrnieueHre rocyJJapCTBEHHOTO CTUMYJIMPOBAHMSI Pa3BUTHUSI BHEIIHETO U BHYTPEHHErO TypH3Ma B
YkpauHe, 4TO JenaeT HAIMOHANBHBINA MPOIYKT TypHU3Ma KOHKYPEHTOCIOCOOHBIMH Ha MHPOBOM
PBIHKE.

Knrouegvie cnosa: TeHeBas SKOHOMUS, CKpbITas 3aHATOCTh, AETEHU3ALMS, TYpUCTUUYECKas
OTpacyb, CTPATETUsl PA3BUTHS TYpU3Ma.

Peuenszent: 3abnoaceka [. B. — nokTop exoHOMIYHMX Hayk, mpodecop, dupextop
Jlyrancekoi ¢urii IHCTUTYTY €KOHOMIKO-IpaBOBHUX JAOCHiPkeHb HarioHanbHOi akaznemii Hayk
VYkpainu, M. JIyrancek, Ykpaina.
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