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D In this paper, the results of the implementation of electronic tax administration system in Ukraine are analyzed. The main factors restraining
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BII/IUB 3ACTOCYBAHHS CUCTEMM EJIEKTPOHHOT'O JOKYMEHTOOBIT'Y
HA E®OEKTUBHICTb IIOJATKOBOI'O AJIMIHICTPYBAHHS B YKPATHI

Mpockypa k.M.,

K.e.H., 0oyeHm kaghedpu giHaHcie ma kpedumy, Kuiscokuti ekoHOMIYHUL iIHCmumym meHeoXxmeHmy

D [IposedeHo aHani3 pesynbmamie 8nposaodxxeHHsA enekmpoHHOT cucmemu aoMiHicmpyearHHs nodamkis 8 Ykpaii. BusHauyeHo ocHo8Hi
Cmpumytoyi hakmopu po3sumky enekmpoHHoOT cucmemu admiHicmpysaHHs nodamekis e YkpaiHi i 06rpyHmosaHo HU3Ky pu3ukis,
wo cynposodxyroms i po3sumok. 30ilicHeHo y3a2anbHeHHs Npoyecy 8nNpoB8adXKeHHsA cucmem esleKmpOoHHO20 00KyMeHmMoobiey
8 PO3BUHYMUX KpaiHax AK c80€piOH020 8udy iHHOBAYil y npoyeci admiicmpysaHHa nodamkie. Po3pobneHo ma 06rpyHmogaHo nooaneuwi
HanpAMKU 8npo8a0XKeHHs cuCmeMU e/leKmpOHH020 00KyMeHMoobiey 8 YKpaiHi.

D EcpexmusHicmb admiHicmpysaHHsa no0amkis, efiekmpoHHA cucmema aomiHicmpysaHHsa no0amkis, cnpuliHAMMms iHHogauil, pusuku

aomiHicmpysaHHs nodamekis.

BJIUAHUE NPUMEHEHUWA CUCTEMBI QJIEKTPOHHOI'O JOKYMEHTOOBOPOTA
HA 3OOEKTUBHOCTDb HAJIOT'OBOI'O AAIMUHUCTPUPOBAHUS B YKPAUHE

Mpockypa K.1.,

K.3.H., 0oyeHm Kaghedpel puHaHcos u kpeduma, Kuesckuti SKoHoMuYecKuli UHCMuUmMym meHeOXmeHmMa

D [IposedeH aHanu3 pesysbmamog 8HeOpeHus 3eKMpOHHOU cucmeMbl AOMUHUCMPUPOBAHUS HAI0208 8 YKkpauHe. OnpedesieHbl 0CHOBHblE
cdepxusaioujue pakmopsl pazeumus 31eKmpoHHoU cucmembl AOMUHUCMPUPOBAHUS HAN0208 8 YKpauHe u 060CHOBAH PAO PUCKO8,
conposoxdatoujux ee pazsumue. OcyujecmaseHo 0606wWeHue Npoyecca 8HedpeHus cucmem 31eKmpoHHO20 00KyMeHmMoo6opoma
8 PAssUMbIX CMPAHAX KAK C80e06pa3H020 8UOA UHHOBAUUL 8 npoyecce AOMUHUCMPUPOBAHUS HAI0208. Pazpabomatsl u 060CHOB8AHYI
dasneHeliwue HaNPagaeHus 8HedpeHUs CUCMeMbl 3/1eKMPOHHO20 oKyMeHMoobopoma 8 YKpauHe.

B JphekmusHOCMb GOMUHUCMPUPOBAHUS HAI0208, SIEKMPOHHASA CUCMEMA ADMUHUCMPUPOBAHUS HAJI0208, BOCNPUAMUE UHHOBAYUU,

pucku GaMUHUCmpupOBGHUﬂ Ha’oeos.

Statement of the problem

The general trend of the tax administration devel-
opment in the world is the introduction of electronic
document circulation system between tax authorities
and taxpayers which is about filing tax returns and
some primary documents in electronic form. The cur-
rent stage of a society development is determined by
its digitization which is a process of mass transfer to
the submission of any information in the digital form
with the distribution of capabilities of its automated
processing and analysis. Digitization, in turn, is a part
of the process of information and communication tech-
nologies (ICT) introduction. This process gained a

momentum status in developed countries which accel-
erates an economic growth and increases productivity
of a skilled labor. In addition, the digitalization plays
an important role in promoting the development of
national strategies, and in accelerating the develop-
ment and reducing an unemployment. [14]

It should be noted that in the global experience
the first public institutions that have implemented an
interactive system for state cooperation with entities
controlled were tax authorities. [13] The undisputed
leader in the transfer of the tax administration system
on the electronic level are the United States. In 1986,
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the five states in the U.S. launched a research pro-
gram to fill tax returns electronically. The study con-
cerned only 25,000 individual taxpayers, but the fol-
lowing year the experiment was extended to the scale
of the whole country. In 1998, 20 % of individual tax
returns completed and submitted through the electronic
system [12]. In 2012, already 80 % of tax returns were
filed electronically [12].

The introduction of electronic document circula-
tion system takes place also in Europe. As noted by the
authors in [10], “electronic completion and filing of tax
returns has become a global trend in developed coun-
tries.” In 2002, the EU adopted a position of 20 types
of services that should be provided by the state elec-
tronically, 7 of them are services relating to taxation. It
was also suggested several stages for a complete step
by step transition to electronic systems [11]. In the UK
, for example, in 2010 more than 77 % of individual
tax returns were completed and submitted electroni-
cally [11]. Other European countries by the develop-
ment of electronic taxation systems are about the same
level. It should be emphasized that the introduction of
electronic filling and submission of tax returns can be
considered as an innovative step in the development
of tax administration.

In Ukraine, the development of electronic tax
administration system is also at quite high level, but
the process of its implementation is of a slightly dif-
ferent nature. First, the need to fill tax returns by tax-
payers was imposed administratively (tax authorities
refused to accept the declaration of taxpayers in paper
form refering to disposals of the management) — this
applies mainly paying VAT and income tax. Although
it’s said in the tax law that taxpayers besides large
ones have a choice as to the manner of submitting tax
returns (payments) — in fact, they did not have such a
choice. As a result, all the VAT and income tax payers
switched to the use of electronic tax filing. Another
difference of the introduction of electronic filing tax
returns in Ukraine was that this did not begin from
the individual entrepreneurs (like both in the U.S. and
Europe), but for large taxpayers, while individuals-en-
trepreneurs and legal entities — the subjects of the sim-
plified taxation mainly continue to fill tax returns in
paper form.

The issue of development of electronic tax returns
filing system began to be measured in scientific space
since 2007, when it has been introduced the first
instructions on electronic filing of tax returns [1]. In
particular, the list of benefits of electronic filing of
tax returns compared to paper is successfully shown
in the works of A. Novickii [4]. At the same time,
the author also notes the presence of a wide range of
issues related to the implementation of the system,
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starting with imperfect software problems, lack of or
poor quality of an internet connection, and ending with
necessary of the legalization and security of electronic
accounting at enterprises.

It should be noted that in the domestic scientific
literature an electronic tax administration system is
seen primarily as a system of an electronic flow of
documents between the supervisory authority and
a taxpayer [2]. This significantly reduces its poten-
tial functionality and, despite the sufficient study of
this subject [7] highlights the backlog of e-taxation in
Ukraine compared to other countries. First of all, the
electronic flow of documents of the developed coun-
tries allows to transfer electronically not only tax
returns, and not only to controlling bodies, but almost
all kinds of primary documents and not just to regula-
tory authorities, but also to any destinations — custom-
ers, suppliers, other government agencies. The main
condition is a use by them just the same software to
get electronic messages about the documents received
on their address. This method of workflow between
contractors is more efficient, rapid and largely elimi-
nates mistakes and frauds, and increases a controlla-
bility of transactions by the tax authorities. Therefore,
an extremely important direction of the development
of the tax administration system in Ukraine is to deter-
mine the content and basic functions of electronic doc-
ument circulation system, the analysis of stages of its
implementation and to identify the main obstacles that
hinder its development.

The aim of the paper is to analyze the status and
conditions of electronic document circulation system
in Ukraine, to assess its social and fiscal utility, and to
analyse the willingness of taxpayers and the state to
enhance the degree of digitizing documents in Ukraine.
Special attention should be given to the risks associ-
ated with innovations and to the ability of taxpayers
to adapt to innovative services.

The main material

The electronic tax administration system in Ukraine
dates back to 2007, when the mechanism of receiving
electronic tax returns was first introduced for large tax-
payers [1]. But because of a lot of inconsistencies, the
system began to function only in 2008 under the Order
of the STA from 10.04.2008 Ne 233 “On the electronic
submission of tax returns” [1] and continues to oper-
ate today under the Tax Code of Ukraine [5]. The key
features of this system are that it establishes legisla-
tively an electronic form of document flow between
tax payers and regulatory agencies. The procedure of
the preparation and submission of electronic reports,
as well as technical and legal aspects of this process
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are defined by the order too. In the Article 49 of the
Tax Code the possibility of submitting tax returns in
an electronic form by electronic means is provided [5].
The contents of this system is that taxpayers fill out
their tax returns electronically in an appropriate form,
certify tax return using electronic signature and send
files via email to the supervisory authority.

To increase comfort when filing tax returns by tax-
payers the Ministry of Revenue and Duties of Ukraine
in 2013 introduce a new service “Electronic cabinet of
a taxpayer” [3] which implements the function of “Sin-
gle window of electronic reporting submission”. The
content is that large taxpayers can upload there their
tax returns instead of sending them via email.

In fact, the concept of electronic tax administration
is far broader than imagined by domestic scholars, and
is today in Ukraine. The function of the document flow
is performed in most countries, and taxpayers, instead
of the personal representation of tax returns and orig-
inal documents, can send them by e-mail, on the con-
dition of imposition of the electronic digital signature,
which is legitimate under the law. But in developed
countries, this system provides a number of significant
advantages. These include the possibility of automated
processing and analysis of information, the system of
electronic tax payment, free software, consulting ser-
vices and more.

Let’s consider in more detail one of the oldest sys-
tems of electronic filing of tax returns, the system of
USA. Since 1986 this system had a very rapid devel-
opment, which was largely restrained by the devel-
opment of telecommunications and the Internet. The
system was created in the first place, to automate and
speed up the process of filling out and filing mass tax
returns of individual taxpayers (Ukrainian counterpart
are individuals and small business entities). Also the
possibility of filing declarations by enterprises devel-
oped simultaneously.

The first step in the development of the system was
the creation of opportunities for filling tax returns in
the electronic form without paper copies. Since 1992,
the Declaration could be filled out and submited elec-
tronically “from the home”, and in 1996 the electronic
system of tax payments was introduced. It should be
noted that before 1998 tax returns that were submit-
ted through the Internet, were processed manually by
tax inspectors. But during the reform of the Tax Ser-
vice in 1998 the U.S. Congress at the legislative level
introduced the procedure by which some tax returns
began to be processed automatically using appropri-
ate software without tax inspectors [14]. In 1999 in the
United States, a way of paying taxes with a credit card
emerged. Only in 2004, the U.S. Tax Service mod-
ernized the tax payment system of the large business

and expanded the range of services provided to them
via the Internet. Consequently, in 2008 60 % of all tax
reports filed and processed in electronic form, and in
2012 80 % of all individual tax returns were filed via
the Internet [13].

The European system of electronic taxation char-
acterizes by its diversity. The countries with the most
developed system of electronic taxation may include
the United Kingdom, France, Germany, Belgium, and
Estonia. These countries, as well as the United States,
first automated filing of individual tax returns and then
moved to large taxpayers.

Russia is not significantly behind the European
Union and the United States in the implementation of
electronic tax services. Today the Tax service of Rus-
sia proposes functions as follows: an electronic com-
pletion and filing of tax returns, paying taxes electron-
ically, additional services on tax payments for different
groups of taxpayers (individuals, legal entities and
individual entrepreneurs) and others [9].

Studying the development of the systems of elec-
tronic filing of tax returns, one can trace the main
stages of the system’s formation. They are grouped
into five main steps in the work [6] as follows:

Step 1, Information. The existence of an informa-
tion service about the taxation.

Step 2, Dynamic. The information resources of the
Tax Service become dynamic.

Step 3, Interactive. The possibility of electronic
communication between the taxpayer and the tax
authorities through an electronic document flow. Abil-
ity to email (without paper) filing tax returns.

Step 4, Transaction. Invoicing electronic tax pay-
ments, payment of taxes by credit cards, and so on.

Step 5, Fully integrated electronic tax system.
Complete access to the tax services through the Inter-
net 24 hours a day. Fully automated system for pro-
cessing tax returns. Offering audit services by the tax
authorities.

It should be noted that in Ukraine the development
of electronic services for large businesses is stimulated,
while the cooperation of controlling body with small
and medium-sized businesses is insufficient and imple-
mentation of additional services for it is considered
uneconomical. Let’s investigate the main factors ren-
straining the development of the electronic tax admin-
istration system in Ukraine.

We believe that the development of electronic tax
administration should be considered, depending on
a number of factors that are closely related to infor-
mation technologies and telecommunication systems.
As is known, modern information technologies are
advanced enough to satisfy almost all public demand
and an urgent issue is the digitization of the society
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[14]. Therefore, we propose to consider the devel-
opment of electronic tax administration system in
dependence of three main groups of customers: indi-
vidual users, businesses and the state. The most com-
plete picture of the prevalence of ICT in these three
groups of users is given us by the Networked Readi-
ness Index.

Networked Readiness Index (NRI) is a composite
index that reflects the level of development of infor-
mation and communication technologies in the con-
text of the countries. The calculation of this index is
evaluated annually by the World Economic Forum.
IMG consists of four major sub-indices, including:
network development environment, the sub-index of
readiness, the sub-index of use, and the sub-index of
impact [13]. IMG of each country is ranged from 1 to
7, where 1 is the lowest level of the development, and
7 is the highest one. Networked Readiness Index for
Ukraine in the context of major sub-indices is shown
in Table 1.

Each sub-indice represented in the table is calculated
by the designated methodology based on several actual
indexes of the state of the economy, infrastructure, and
so on for the country. Thus, basing on the results of
the sub-indices one can identify factors that hinder or

NETWORKED READINESS INDEX OF UKRAINE
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promote the development of networks in Ukraine and
have an indirect impact on the electronic system of tax
administration. It should be noted that the development
of the electronic tax administration in Ukraine is slightly
constrained by technologies and consumers. The main
constraints are influenced by public bodies. It is, first
of all, the low efficiency of the public administration
and legislative activity [13], a significant level of cor-
ruption in government [ 12], which is not conducive for
an introduction of transparent forms of the interaction
with taxpayers.

The development of electronic document flow sys-
tem is associated with significant investments, which
may be returned or not, and thus the formation of this
system is risky. In our opinion, the principal in the
implementation and maintenance of the electronic doc-
ument flow system are the following risks:

* the risk that taxpayers reject the innovations and
don’t use the electronic system;

* the risk of low efficiency of the electronic tax
administration system and increase of the costs for
the tax administration compared to the absence of
the system;

» the risk of cost’s increase to compensate the effects
of incorrect operation of the system.

Table 1

PLACE IN THE RANKIN INDEX VALUE
NAME OFINDEX OIS144 COUNTRIES . D(1—7) :
Networked Readiness Index 73 3,9
A. Sub-index of network development environment 105 3,5
Political and regulatory environment 124 3,0
Environment of business and innovations 78 41
B. Sub-index of readiness 29 53
Infrastructure and Digital Content 75 3,8
Desire to use 2 6,9
Ability to use 35 53
C. Sub-index of use 95 33
Individual use 74 3,2
Using by business 84 33
Using by the state (government agencies) 121 33
D. Sub-index of impact 81 33
Economic impact 74 3,2
Social impact 87 3,4

Source: Author’s calculations based on World Economic Forum’s report [13].
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Let’s consider in more detail each of the iden-
tified risks. As for the risk of rejection, any inno-
vation comes through several stages of diffusion
among different groups of consumers. The most
successfully the innovation diffusion process is
described in the work of “Diffusion of Innova-
tion” by E. Rogers [10]. Under this concept one

understands the gradual application and acceptance
of a new product by consumers as a result of vari-
ous demographic and psychological characteristics
of different groups of consumers. However, the dis-
tribution of consumers into different groups by the
level of introduction of innovations obeys the nor-
mal distribution law (Fig. 1).

Innovators,
2,5%

Early majority,
34%

Early users,
13,5%

Late majority,
34%

Lagging ones,
16 %

M(x) c

Time of adaptation
Figure 1. Distribution of consumers adapting innovation technologies

Indicated in Fig. 1 the consumer distribution model
involves five main groups:

(1) novators, about 2.5 % of all users who knowingly
take the risk of applying innovations and manifest
the aspiration to try untested product;

(2) early followers, about 13.5 % of all users who
tend to be educated and follow the practice of
leaders;

(3) rarly majority, about 34 % of all users, who are
careful consumers tending to avoid risks during the
implementation of innovations;

(4) late majority, about 34 % of all users who are
somewhat skeptical users starting to use an inno-
vation when it becomes widespread;

(5) lagging, about 16 % of all users, these are users
who avoid changes and do not want to use
new products until the old alternative becomes
unavailable.

Adapting of innovation technologies occurs in the
time, where M(x) is the time in which a half of the
consumer starts using innovations, ¢ is the stand-
ard deviation of time in the process of adaptation of
technologies by consumers. While implementing the
electronic tax administration system the similar sce-
nario of dissemination of technologies among tax-
payers is the most likely. And in the case when the
technologies will be adapted very slowly and not by

all potential consumers, it is possible of losses from
non-use of technologies and decrease of innovatios’
efficiency. In world practice, it’s accepted that the
tax is fully transferred into electronic form when it’s
used by 80 % of all taxpayers [12]. To avoid possi-
ble damages it’s necessary to predict the rate at which
consumers on 80 % switch to new technologies and,
accordingly, to calculate the amount of investment
and payback periods.

The function of percentage distribution of con-
sumers who use innovative technologies in time is
described by the Laplace function that belongs to a
class of S- functions (s-curve), an example of which
is shown in Fig. 2. Due to the complexity of the ana-
lytical representation for modeling one usually uses
approximated to Laplace function logit or probit
models. In our study, we use a logit model (logistic
regression).

Let’s analyze the time in which innovations in
the field of electronic tax administration adapt in
Ukraine. For this we use statistics about filing elec-
tronically VAT declarations. Statistics on the per-
centage of returns that were filed in electronic form,
provided in the news section on the official website
of the Ministry of Revenue and Duties of Ukraine
monthly [4]. Combining all the data, starting from
2008, we have about 60 data points, each of which
determines the percentage of VAT returns that were
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completed and submitted in electronic form for each
reporting month. All raw data and logistics S curve
(with 95 % confidence intervals for the mathematical
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expectation and individual values), the parameters
of which are calculated using the Statistical Analy-
sis “Statgraphics”, shown in Fig. 2.
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Figure 2. Logistic regression of the share of VAT returns filed electronically, at the time

Logistic regression equation is:

Y = 6—3,658 + 0,1325x/ (1 + 8—3,658 + 0,1325x)

€]
where Y — is the share of VAT tax returns that are
completed and submitted in electronic form at the
time of x, which passed from the moment of the intro-
duction of electronic technology of VAT payment (in
months). According to the analysis the determina-
tion coefficient is R*> = 89,38 %, indicating a suftfi-
cient adequacy of the logit model. In addition, the
regression equation is significant at the level of 95
% (F-Ratio = 446, P-Value = 0,0000). Coefficients
of the regression equation (free member and slope
coefficient) are significant at the significance level
of 95 %.

So, from the above calculation it is obvious that
the increase in the proportion of consumers who adapt
to innovations in the field of taxation, can be enough
adequately described by equation (1) of the depend-
ence of this indicator on the time. Also, it’s neces-
sary to keep in mind that, with the development of
information society, the time of innovations’ adapta-
tion decreases.

For example, from equation (1) we find the time
necessary for taxpayers to fill 80 % of tax returns elec-
tronically from the moment of the introduction of such
a possibility. To do this, let’s find x from the equa-
tion (1).

x = (3,658 — In(0,25)) / 0,1325 )

From expression (2) we have that x = 38. This
means that it takes at least 38 months from the moment

of the introduction of innovation until the time when
80 % of users use it. Thus it’s clear that the risk of not
using the electronic system of the tax administration
by consumers is unlikely because the adaptation will
not accelerate in the future.

The second risk is one of the administrative costs’
increase due to the low efficiency of the electronic
administration system. As mentioned earlier, the for-
mation of electron tax system relatets to the large
amounts of investment that may not pay off. Let’s con-
sider the situation where the tax authority decides to
convert into electronic form the administration of a
conditional tax A.

Before this moment the declaration of 4 were filed
in paper form, and all tax records were processed
by tax staff manually. On its administration annu-
ally T, million monetary units (normal fixed costs)
were spent, and the value of revenues was £, million
monetary units. The share of administrative costs 4,
in the structure of revenues from this tax P, = T,/E,
was about P, = 0.1. In order to transfer the tax 4,
into the electronic form 4, it’s necessary in the first
year to make a capital investment of T, for creat-
ing of an electronic system of accounting and data
processing. The costs of administration with reduced
below 0,3 x T . From the very beginning of the intro-
duction of electronic tax forms consumers begin to
adopt the technology behind the curve (1), tax collec-
tion remains unchanged and is £,. Let’s see how the
share of the costs of administering the usual tax P,
and the share of the costs of administering the elec-
tronic tax P, over time in the condition of the intro-
duction of the electronic system and assuming no
change (Table 2).
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COMPARING THE COSTS ON THE TAX ADMINISTRATION

o
o

Table 2
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1 T, T/E=0,1 11,2% T +03T, 13T+7, E, 23T/E,=023

2 T T/E =0, 38,3 % 03T, 03T, +(1-038T) | E 0,917 /E, = 0,09

3 T, T/E=0, 753% 03T, 03T, +(1-0,75T) E 0,55 /E,=0,055

4 T T/E=0,1 >80% 037, 03T, +(1-08T) E, 0,5T,/E,=0,05

5 T T/E=0, >80% 037, 03T, +(1-08T) E, 0,5-T./E, = 0,05

6 T, T/E=0,1 >80% 03T, 03T,+(1-08T) E 0,5T,/E,=0,05

7 T T/E =0, >80% 037, 03T, +(1-08T) E, 0,5-T./E, = 0,05

Source: author’s calculations.

As can be seen from the calculations in this exam-
ple, the introduction of electronic tax administration
A, in the first year has a negative impact on the effi-
ciency of the tax increasing costs for administra-
tion by more than two times. But in the second year
after the introduction of electronic form of filing tax
returns administrative costs are reduced significantly,
and at the same time, by the dependence shown in
Fig. 2, the number of consumers of the electronic
system increases. This leads to the fact that the cost
of regular tax administration decreases inversely to
the increasing number of users of an electronic sys-
tem. And just in the fourth year after the introduc-
tion of the electronic system of tax administration
the share of the cost on its administration reduces by
more than two times, while 20% of users continue
to fill tax returns on paper, and are of a group of lag-
gards according to the Fig. 1. That is, to assess the
risk of low efficiency it’s necessary to have the eval-
uation of capital investment and the cost for admin-
istration after introducing innovations.

The third important risk which may accompany
an electronic system of tax administration is a risk
of increased costs to compensate the effects of an
incorrect operation of automated systems. The goal
sought by all electronic tax administration systems
is to reduce human involvement in the processing
and synthesis the data of tax returns, thereby reduc-
ing the cost of tax administration. On the one hand,

it reduces the impact of the human factor, but on the
other increases the possibility of making bad deci-
sions for the taxpayer.

This usually leads to a growing number of com-
plaints from taxpayers to a court against the regula-
tory authorities. To reduce this risk, it is necessary to
control a certain threshold of taxpayers’ appeals to a
court against the regulatory authorities, which excess-
ing demonstrates the need to adjust the electronic sys-
tem of tax administration and legislation .

Given that the use of electronic filing of tax returns
in Ukraine has been being taken place over the past
5 years, the issue of regulation and measurement of
its effectiveness becomes very urgent. For effective
implementation of this system in Ukraine it’s very
important to have a clear concept of its development
and strictly adhere to it. The effectiveness of the intro-
duction of innovations in the tax system seems appro-
priate to be evaluated by the common system of indi-
ces as given in [8]. It includes indicators such as the
growth of nominal tax revenues and reduce of costs on
the tax administration in the structure of the tax reve-
nue. While introducing an electronic system of taxa-
tion these figures should have a positive dynamics: the
amount of tax revenue has to increase, while the share
of costs for tax administration in the structure of tax
revenue has to decrease. The main purpose of the intro-
duction of the electronic document circulation system
is to bring a mechanism of the tax administration to
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the level of developed countries and reduce the cost
of administration. The Table 3 shows the comparison
of shares of costs for tax administration in the struc-
ture of tax revenue.
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P, = (T/E)<100 (where T is the total annual tax
administration costs in the currency of the country, £
is the total annual tax revenue in the currency of the
country) in the context of many countries.

COMPARISON OF THE SHARE OF ADMINISTRATIVE COSTS IN THE TAX

REVENUE OF DIFFERENT COUNTRIES

Table 3

THE SHARE OF ADMINISTRATIVE COSTS IN THE STRUCTURE OF

COUNTRIES THE TAX REVENUE, %
2006 2007 2008 2009 2010
Ukraine 2,42 2,43 2,17 2,05 1,97 2,00 1,35
Russia - - - - - 11 0,9
Austria 0,66 0,66 0,64 0,79 0,85 0,7 0,66
Belgium 1,43 1,57 1,39 1,27 1.4 1,29 1,36
Canada 1,32 1,32 1,22 1,13 1,31 1,36 1,31
Chile 0,69 0,63 0,6 0,67 0,91 0,77 0,68
Poland 1,94 1,75 1,42 1,59 1,72 3,04 2,73
Switzerland 03 0,29 - 0,45 0,46 0,37 0,38
United Kingdom 11 1,09 1,1 09 0,91 0,98 0,83
USA 0,52 0,47 0,45 0,49 0,61 0,66 0,62

Source: grouped by author based on [14].

As can be seen from the Table 3, the dynamics of
the tax administration efficiency in Ukraine steadily
improved the last years. Note that according to unoffi-
cial data in 2012, this share was 1.27. Special attention in
the analysis of the effectiveness of electronic tax admin-
istration system deserves the feedback of taxpayers’ side.
Electronic document management system must comply
with demands of convenience. And when the system
does not work correctly, the number of complaints from
taxpayers increases. Therefore, the number of appeals to
the court against the tax authorities due to incorrect oper-
ation of the system of electronic reporting is an impor-
tant indicator of the efficiency of the system [9].

Introduction of innovations in the tax system leads
not only to quantitative changes (increase of tax rev-
enues, cuts in public spending on tax administration).
Qualitative changes, such as decline in corruption,
increase of information transparency on the amount
of tax revenue and directions for its use, improving of
the business climate, etc., occurring in society at large.
To assess the level of these changes may be done due
to complex parameters, which are determined by inter-
national organizations, and are called the international
indexes. For example, the Networked Readiness Index

in addition to the development of networks in the coun-
try reflects their development in some areas (due to the
sub-indices). Therefore, the growth of the sub-index
of use of information technologies by the government
can be considered as a positive result of the introduc-
tion of electronic tax administration. In addition, there
are a number of other indices that assess the quality
of the functioning of the government. These include:
index of economy transparency (index of corruption
or transparency international), index of doing business
easiness (doing business), the index of efficiency of
e-government (e-government index). Comparative per-
formance of these indices are given in Table 4.

As can be seen from Table 4, by the absolute major-
ity of parameters Ukraine is at the bottom of the rank-
ings. Moreover, during the period analysed the positive
dynamics haven’t been being observed. This witnesses
that significant qualitative changes in the system of
governance is not happening. Some of the proposed
in the Table 4 indexes are directly dependent on the
introduction of the electronic document management
system, and some of them are indirectly dependent.
In our opinion, the use of international indexes for
assessment of quality changes in the tax system and
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INDEXES OF UKRAINE ON THE MAIN INTERNATIONAL INDICES OF THE GOVERNANCE

Table 4

O O O O O
= = = = =
(@) (o) (@) (@) (o)
= = = = =
< @ < a < @ < @ < a
= = = = =
Ez Ez EzZ Ez Ez
w D w o v D w D w o
o O [ole) o O o O (o le)
a v a v a v a v a v
Index of networked -0,49 76 35 82 3,5 920 3,85 75 39 73
readiness (+2; (115) (7) (133) (7) (138) (7) (142) (7) (142)
-2)
Index of ICT use by the - - - - 3,2 75 33 1M1 33 121
government (7) (138) (7) (142) (7) (142)
Index of doing business - - - - - - 489 152 53,5 137
easiness (100) (182) (100) (185)
Index of economy 2,6 107 24 134 2,3 152 26 144 - -
transparency (10) (158) (10) (178) (10) (182) (100) (174)
Index of e-government 0,546 48 0,518 54 - - 0,57 68 - -
ffectiveness (1) (180) (1 (184) (M (190)

Source: grouped by author based on [12].

public administration is very promising. Thus, a posi-
tive or negative dynamics of presented indices should
be regarded as the results of the introduction of inno-
vations in the field of taxation.

Conclusions

The study can state positive trends in the use of elec-
tronic tax returns system. The process of the electronic
tax administration system introduction in Ukraine has
been being performed from 2007, and the current sys-
tem gradually improves and more effectively performs
its functions. The main factors that slow the develop-
ment of innovations in Ukraine are an ineffective gov-
ernance and legislative activity and the significant level
of corruption in the government. In our opinion, this is
not conducive to introducing the transparent forms of
interaction between the tax authorities and tax payers.
However, as international experience shows, an impor-
tant step in this direction is to create a transparent sys-
tem of electronic tax administration by implementing
appropriate electronic services.

It’s proved that the use of electronic filing of tax
returns is associated with a number of risks, including
as follows: the risk of slow perception of innovations by
consumers, the risk of low efficiency of electronic fill-
ing the tax returns, and the risk of incorrectness in the
work of the electronic reporting system. Based on the

data of the Ministry of Revenue and Duties of Ukraine,
in the study we have analysed the results of implemen-
tation of an electronic form filing of VAT returns. It has
been shown that potential consumers of electronic tax
administration are ready to actively take innovations and
able to adapt them to 80 % during the first three years
after an implementation, and in the future this time can
only decrease. In turn, an improvement of the admin-
istrating a single tax can be seen already in the second
year after the introduction of the electronic system of
taxation. However, these results should be adjusted to
the fact that the introduction of electronic filing reports
with VAT largely held administratively and not by the
free will of the taxpayers.

A special attention should be paid to criteria for eval-
uating the effectiveness of electronic tax administration
system. For the purpose of effective implementation of
electronic document management system we have iden-
tified a number of quantitative and qualitative criteria,
such as: the quantitative criteria include changes in vol-
umes and revenues, the share of administrative costs to
total revenue, the number of complaints regarding an
activity of the tax authorities. We believe that electronic
document management system is able in perspective to
improve significantly the quality and effectiveness of
supervisory and controlling work of the tax authorities
and make more transparent its results.
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