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The aim of the article is to study the strengths and weaknesses of the current reforms and provide appropriate recommendations and proposals to improve the
regulatory and economic business environment. The article analyzes the introduced reforms in the aspect of the regulatory field and the active current system
of taxation with the detailing of the type and content of the basic implemented measures. There have been justified the advantages and disadvantages of
the introduced system of taxation with respect to the main budget forming taxes, such as the enterprise income taxes, value added tax, individual income tax
considering changes in the administering of unified social tax (UST) and war tax, excise duty. On the basis of the results of the study it has been found that the
introduced reforms only partially improved the tax administration system and in no way reduced the announced tax burden, the time spending of business for

preparing the current report was not significantly reduced.
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Mypderko O. A. EKoHomiYHuli AUCKypC cy4acHoi pechopmu onmumizayi
eedeHHs biHecy 8 YKpaiHi

Memoto cmammi € 00CniOHEeHHS CunbHUX | CAAbKUX CMOpiH 3anmposadxe-
HUX pechopm ma HaOaHHS 8i0N08iIOHUX pekomeHOayili ma npono3uyili ujodo
MOKPAWEHHA pezynamopHo20 ma eKoHoMiYHo20 bi3Hec-cepedosuuja. f1po-
OHANI308aHO 3aMPO8aAdHEeH] pedhopmMu 8 acnekmi pezynamopHo20 nons ma
ditoyoi cy4acHoi cucmemu ono0aMKy8aHHS, 3 0emani3ayiero muny ma amic-
my 0CHOBHUX 3anpoB8adxceHb. O6r'pyHMOBAHO nepesazu ma HedoAiKU 3anpo-
8a0M#eHOi cucmemu 0rnodaMKy8aHHSA M0 OCHOBHUX BI00XEMOyMBOPIYUX
no0amkax, makux AK: Mo0amoK Ha npubymok nidnpuemcmed, NOOGMOK Ha
00daHy sapmicme, NOOAMOK Ha 00X00U (hi3U4HUX 0Cib 3 YPAXYBAHHAM 3MiH
wodo adminicmpysaHHs ECB ma silicbkogozo 360py, aKYU3HO20 NOOAMKY.
BcmaHoesneHo, wo 3anposadeHi pechopmu nuLie YacmKoso 800CKOHANU-
AU cucmemy aOMIHICMpPY8aHHS NOOGMKIB i HiIK He 3MeHWUIU GHOHCOBAHE
nodamKose HABAHMUM(EHHSA, MAKOX CYMMEBO He 3MEHWUUCL 4acosi 8u-
mpamu 6i3Hecy Ha nid2omosky Oito4ux 3gimie. 3aMpoNOHOBAHO nposecmu
000Mpayt08aHHA 8 cUCMeMi KOHUenmyanbHo20 ba4eHHA Ma 3aposadHeH-
HS 100amKo8oi peghopmu.
Knrouosi cnosa: depezynsuis, espoiHmezpayiliHi nepemsopeHHs, nodamko-
8a pechopma, 6100} emoymeoprotoYi modamkxu.
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he present ratification of the Ukraine—European

Union Association Agreement that came into force

on 1 January 2016 makes it possible for the domes-
tic business to use instruments of European integration op-
portunities for their transformation. But a number of risks
and threats to business entities in the aspect of introduc-
ing reforms in the light of the mentioned trends should be
mentioned. In view of this, the implementation of the cur-
rent reforms should be carried out by eliminating the ex-
isting weaknesses and introducing an effective mechanism,
which will allow domestic small and medium business to
grow and compete with European goods and services at a
proper level in the future.
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MypdeHKo E. A. IKoHomuvecKuii ducKypc cospemeHHoli pehopmel
onmumu3ayuu eedeHus 6usHeca 8 YkpauHe

Lesbto cmamou signsemca uccnedosaHue cunbHbix U cnabbix cmopoH del-
cmaytouux pechopm u npedocmasseHue coomeemcmeyouux pekomeHoayuli
u npednoxeHull no ynydweHulo peaynamopHol U 3koHoMuyecKol bu3Hec-
cpedsl. [poaHanu3uposaHsl 88e0EHHbIE pedhopmbl 8 acnekme peaynamop-
Ho20 nonA u delicmeytoweli cospemeHHOl cucmembl HaN02006/10MEHUS, C
demanusayuel muna u co0epxaHus OCHOBHbIX 8HeOpeHul. O6OCHO8AHbI
npeumywecmea u HeAoCMamKu 8HeAPEHHOL cucmembl HA1020000M#eHUSA
110 0CHOBHbIM 6100X(eMO0BPA3YIOW4UM HA02aM, MAKUM KaK: HA/02 HA NPU-
6binb Mpednpuamus, Hano2 Ha 006aBEHHYI0 CMOUMOCMb, HA/I02 HA 00X00b!
pusuveckux auy ¢ ysemom usmereruli no admuHucmpuposaruto ECB u go-
€eHH020 cB0pa, GKYU3HO20 Has02a. YCMAHOBEHO, Ymo 88e0EHHbIEe pegop-
Mbl /UL YACMUYHO YCOBEPWEHCMBOBAAU CUCMeMy AOMUHUCMPUPOBAHUSA
HO/10208 U HUKOK He yMeHbWUU GHOHCUPOBAHHYIO HAI0208YI0 HAZPY3KY,
MaK#e CyUiecmeeHHo He yMeHbWUAUCh BpeMeHHble 3ampamel 6U3Heca Ha
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Modern prominent scientists, in particular: V. Geyets
[2], Z. Varnaliy [5, 6], A. Krysovatyi [9], Yu. Ivanov [8] and
others paid attention to the problem of development and
promotion of small and medium business in their works.
However, issues of effectiveness of introducing reforms and
regulatory procedures in accordance with the Plan of Imple-
mentation of the Agreement on Association and Strategy of
Sustainable Development “Ukraine — 2020” [1, 3, 11] still
remain relevant and it is this problem area that is highlight-
ed in the article.

The aim of the article is to analyze the current reforms
and identify strengths and weaknesses in their implemen-
tation and provide appropriate recommendations and pro-
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posals to improve the regulatory and economic business
environment.

The European integration trends in Ukraine increase
the relevance of expeditious introduction of the best regu-
latory practices and business conditions including the suc-
cessful operation of micro, small and medium business
since the creation of a strong middle class is a key to social
stability. The current political and economic instability in
Ukraine, inconsistent economic reforms have led to a situ-
ation characterized by systemic threats to small business as
an economic sector, which remains underdeveloped, what
consequently leads to the lack of both self-employment
and implementation of the entrepreneurial initiative of the
population.

Some positive changes in terms of doing business in
Ukraine should be mentioned. Thus, our country ranked
83rd on the Ease of Doing Business Index created by the
World Bank Group in 2015 moving up four positions. But
given the fact that the authors of the study change the meth-
odology for the second consecutive year the positivism de-

creases. In general, Ukraine took the 83rd position from 189
countries of the world and is placed between Brunei and
Saudi Arabia but our country improves its results for the
second consecutive year. The study showed that the simpli-
fication of business registration became the key reform that
helped to raise the position in the ranking this year and this
fact determines the necessity of a more detailed study of the
introduced reforms in terms of their effectiveness.

hus, by the Resolution of CMU from 01.02.2016 the

“Report on the progress and results of the Program

of the Cabinet of Ministers of in Ukraine in 2015”
was approved [12, 7]. According to the “Report on the prog-
ress and results of implementing the Program of the Cabinet
of Ministers of Ukraine in 2015” [7], a series of effective re-
forms has been carried out. Let us examine the part related
to the improvement of business environment (Table 1) since
itis known that the first tranche of technical assistance from
the Canadian government to implement these reforms was
received with the purpose of building an effective regulatory
environment [4].

Table 1

The main measures taken in the aspect of the implemented reforms [13]

The type
of measures

The content of the measure

1

2

Simplification

The business registration term was reduced from five to one day and the mandatory use of seals was canceled;
the list of documents to be submitted for the state registration for approving documents of the deregulatory
nature was shortened; licensing procedures in the subsoil management were simplified

Reduction

There were reduced the terms of issuance of phytosanitary and quarantine certificates (from 5 days to 24 hours)
and the number of types of business activities subject to licensing (to 30 types); the basic approaches to the
regulation of relations in the field of licensing were changed

Their have been canceled: over 100 business restrictions; 41 obligation of annual submission to the state reg-

istrar of the information for confirmation of the details about the legal person during the month following the
date of the state registration starting with the subsequent year; the authorization to use groundwater without
permission (up to 300 cubic meters per one water intake); mandatory registration of fertilizers for typical com-
mon fertilizers; quarantine permit for import or transit for forage and forage materials of the vegetable origin;

Cancellation

the state certification of producers of pedigree (animal) stock, the certificate of admission of producers to repro-
duction for the pedigree use; the certification of employees who perform special work associated with pedigree
resources; the mandatory certification of pedigree resources; the state certification (re-certification) of the pedi-
gree business, the mandatory assignment of a relevant status to pedigree business entities in the field of animal
breeding; registration and assignment of a number to entities engaged in the canned and preserved food indus-
try; the certificate of stability and freeboard of the vessel; the registration of hydro technical facilities; the license
for industrial fishing except for inland waters and rivers; the mandatory receiving of international veterinary
certificates for fodder grain; the mandatory certification of agricultural machinery; the permission for conversion
and redevelopment of residential buildings and premises (with no intervention to load bearing structures) and
administrative regulation of tariffs for transportation of passengers using suburban and intertown bus services

Development

New criteria for assessing the risk of economic activities were developed and the frequency of inspections was
changed in the field of veterinary and sanitary control; new criteria for assessing the risk of economic activities
were developed and the frequency of inspections was changed in the field of plant protection

Introduction

There were introduced: registration of the copyright for plant varieties by a legal person provided a declaratory
proof of labor relations with the author of the variety (plant breeder); a two-tier system of administrative appeals
of decisions made by state registrars; regional business support centers

Liquidation

There were liquidated a number of mandatory terms of the land lease agreement, the mandatory state expertise
for land management projects, which provide environmental and economic grounding of crop rotation and
land development; the monopoly position of the state company "Ukrecoresursy" in the market of gathering,
storage and recycling of tare and packing, which will provide an opportunity to get economic benefit of: 5-7 bin
UAH till 2020

Liberelization

Application of special sanctions was liberalized and the number of visits of economic entities by 42 control

bodies was reduced
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End of Table 1

2

Increasing the
level of protec-
tion of the inves-

The introduction of the derivative suit (the right of a minority shareholder to file a lawsuit to introduce the
responsibility of officials of economic partnerships in the case of a damage to the partnership caused by their
maladministration; granting the plaintiff the right to receive a refund of his expenses by the partnership in con-
nection with the trial on the lawsuit against the official of the partnership about the refund of damages caused
to the partnership — within the actually received by the partnership amounts; creating conditions for transition

of the legal protection of business.

r righ ; . ) . . . P . . .
torrights of quasi-public companies to the private form; introducing the institution of “independent directors’, who will
represent interests of minority shareholders in public joint stock companies.
Creation There created the Business Ombudsman Council, which among other things contributes to increasing the level

The source: the Report on the progress and results of implementation of the Program of CVU in 2015. [Electronic resource] The access mode:
http://centre-reform.org/novini/zvit-pro-hid-i-rezultati-vikonannya-programi-diyalnosti-kmu-u-2015-r.html. Generalized by the author.

The abovementioned data indicate that the main as-
pect of the reform aims to reduce and simplify permission
documentation, the lion’s share of which concerns the agri-
cultural sector.

The positive changes in terms of deregulation contain
anumber of significant drawbacks as well. So, along with the
loss by the seal of its functions there arise difficulties regard-
ing the use of information from the Unified State Register
of Legal Entities and Individual Entrepreneurs [10]. As a
matter of fact, from 2010-2012 there were lengthy periods
of time when the access to information from the Register
was restricted (based on subsequent by-laws) and therefore,
information for defining the authorities of officials and their

existing limits when signing contracts and other official
documents was not available.

It is also worth noting that according to the results
of 2015, the distribution of the gross domestic product by
the production method was as follows: wholesale and retail
trade and repair of motor vehicles and motorcycles — 15%,
by 12% for agriculture, forestry and fishery and the process-
ing industry, as evidenced by the data in Fig. 1. It is known
that the industry is an important sector of economy and it is
this sector that the agricultural complex as a whole, includ-
ing agriculture, depends on. This explains the expediency of
priority measures for implementation of reforms exactly in
the system of the agricultural complex. But we should not

Distribution of the GDP by the production method in 2015
SNA-2008

1
12%

5%

®’® ©1412%

12%

12%

1 - Agriculture

2 — Mineral industry

3 - Processing industry

4 - Electrical power, gas, steam supply
5 — Construction

6 — Wholesale and retail trade

7 - Financial activity

8 - Transport

12%

9 - Real estate transactions

10 - Information and telecommunications
11 - Professional and scientific activities
12 - Support services

13 - Public administration

14 - Education

15 - Health care

16 — Taxes

Fig. 1. Distribution of the GDP by the production method in 2015 excluding the temporarily occupied territory
of the Autonomous Republic of Crimea, the city of Sevastopol and part of the zone of the antiterrorist operation

The source: developed by the author on the basis of the data of the State Statistics Service [Electronic resource]. - Mode of access : http://www.

ukrstat.gov.ua
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underestimate the wholesale and retail trade sphere, which
plays an essential role in meeting the demands of society.

Reforming the tax system plays an important role for
the economic policy but while analyzing the introduced
innovations it was found that the changes that took place
could be considered rather as an improvement of the exist-
ing tax system than as a reform. Creating a fair tax system
is the basic concept of the tax reform. But the complex of
measures introduced in terms of the tax reform can hardly
be considered radical. For example, Table 2 presents the
benefits and drawbacks of the tax reform.

Let us consider in more detail the major changes in the
tax reform in the context of budget forming taxes and fees.

he enterprise profit tax is characterized by unifica-

tion of tax rates at the level of 18%, what contradicts

the announced reduction of the tax burden on busi-
ness. However, there are no measures aimed at avoiding
taxation in the presence of offshore companies and simpli-
fied taxation system. Unfortunately, the introduction of the
investment tax credit to support new capital investments,
which certainly would be a highly efficient privilege, has
never occurred. The main emphasis in reforming the value
added tax is the introduction of electronic administration
with a function of electronic account. But the free prepaid
software is unable to meet the requirements of VAT payers
because the electronic flow of documents makes taxpayers
use only paid software products such as “Medoc” since the
state software products functionality is limited (for example,
OPZ “Tax Reporting’, “Sonata”). That is, entrepreneurs have
to withdraw the financial resources from circulation for the
implementation of the governmental project on the elec-
tronic flow of documents. The existing electronic account
does not sustain any criticism either, because it restricts the
amount of declaration of tax obligations and tax billing. The
very VAT reporting has been complicated by the enactment
of Annex 2, which requires detailing the amount of negative
tax value, reasons and time of its appearance without ap-
propriate clarification by controlling bodies.

The individual income tax and unified social tax have
been combined and set at the level of 20%, what has its ad-
vantages and disadvantages for both entrepreneurs and the
country as a whole.

The advantages include:

+ simplification of tax accounting and administra-
tion;

+ avoidance of the need to recalculate the tax amount
on the results of the fiscal year;

+ elimination of contradictory conditions of the tax
social privilege;

+ reduction of the tax burden on wages, which will
contribute to legalization of shadow wages;

+ cancellation of the deduction of the unified social
tax from the employee income (3.6%),

The disadvantages:

+ cancellation of differentiated rates has a negative
impact on the tax regulatory potential;

+ the strengthening of fiscal orientation of the tax;

+ identification of labor and passive income in taxa-
tion;

+ lack of compensators for formation of the Pension
Fund budget revenues;

+ uncertainty of the mechanism of income distribu-
tion among local budgets and the Pension Fund;

+ inconsistency of the proposed measure with a de-
fined contribution pension system;

+ departure from the general European practice of
building a compulsory social insurance;

+ overloading the unified social tax reporting with
data for calculating individual income tax.

The changes related to accrual and deduction of the
military fee do not sustain criticism in terms of cynicism,
as of January 1, 2016, employers continue to save the work-
place (occupation) and average salary for the employee-
soldier but without compensation of such salary from the
budget. Taking into account that norms of the current legis-
lation provide an exemption from taxes of the average wage

Table 2

The main aspects of the tax reform2

Positive changes

Drawbacks and risks

ject of taxation.

1. Tax reduction

1. Only fiscally inefficient fees were cancelled with the increase in the base and sub-

2.Increasing the income tax rate for individuals.

3. With the cancellation of the unified social tax in the form of deductions from wag-
es, a sharp increase in the deficit of the Pension Fund occured.

4. Shifting the burden of the unified social tax exclusively on employers, what contra-
dicts the trends of social security in the EU

2. Partial simplification of the tax adminis-

. . rting.
tration and tax reporting porting

1. Regular introduction of new forms of reporting with deficiencies in formulations,
the lack of complete free (as was prepaid) software in the administration of tax re-

2. Problems of tax avoidance by large business using offshore companies remain
without attention

3. Preventing some schemes of tax avoid-
ance with the use of single tax payers

1. The use of a simplified tax system remains practically only for ensuring self-employ-
ment of entrepreneurs mainly in the trade sphere.

4. Cancellation of unjustified tax advantages

1.The lack of priorities in stimulating economic development and corresponding
instruments of the tax policy

The source: generalized by the author.

BIBHECIHOOPM N2 52016

www.business-inform.net

N
O

MEXAHI3MW PETYJTHOBAHHA EKOHOMIKW

EKOHOMIKA


http://www.business-inform.net

MEXAHI3MW PETYJTOBAHHA EKOHOMIKIA

EKOHOMIKA

subject to compensation from the budget, so there is a need
for levying the unified social tax (22%), individual income
tax (18%) and what is more cynical — the military fee (1.5%),
since such persons are not only mobilized to the ATO zone
but also obliged to pay taxes and fees for their keeping.

Most of the measures aimed at changes in the excise
levying were intended to be fiscal oriented, what can lead
both to increasing budgetary receipts from this tax and to
reduce the demand for excisable products.

The main advantages:

+ the introduction of an automatic annual index-
ation of excise rate denominated in the national
currency, which will allow predicting the regula-
tory regime for taxpayers;

+ the introduction of control over the payment ex-
cise tax in the production and sale of fuel by ap-
plying the excise invoice will result in reducing the
risks of falsification of fuel and avoidance of paying
excise taxes in fuel trading;

+ the increase in the government revenues, reduc-
tion in the smuggling of excise goods from Ukraine
to the EU.

The main disadvantages:

+ the strengthening of the fiscal pressure on taxpay-
ers, rising prices for excise goods;

+ the increase in working time for both taxpayers in
the preparation of invoices and controlling bodies
in implementing control measures;

+ there remained unnoticed and not yet included in
the group of excisable goods some highly profitable
product groups such as private jets, yachts, motor
boats (unlike electric power, which is a part of ex-
cisable groups by reforming the fee in the form an
additional levy to the current electricity tariff).

CONCLUSIONS

Considering the abovementioned, it can be argued
that the significant positive changes in the system of doing
business took place exclusively in terms of the deregulatory
nature and simplification of permission documentation,
which significantly improves the functioning of small busi-
ness in Ukraine. However, some of them are imperfect.

Analysis of the changes introduced in the tax legisla-
tion shows that the established norms only partially improved
the system of tax administration. The minimum reduction in
the number of taxes and fees was followed by an increase in
the tax subject and base, reduction in reports led to changes
in existing reports and their immediate enactment without
relevant clarification and correspondingly the time spent by
business on their preparation did not decrease, and the an-
nouncement of reducing the tax burden on business does
not sustain any criticism. Thus, the conducted analysis indi-
cates the need for serious improvements in the system of a
conceptual vision and introduction of the tax reform. u
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Semenchenko A. V. Improving the State Regulating the Income
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The article is aimed at offering effective methods for overcoming shadowing
the economy by the economic areas to improve the State policy as to income
of the population in Ukraine. The publication is focused on the indicators of
shadowing the economy as well as mechanism for the State regulating the
income of the population of Ukraine. Setting of the aim indicated stipulates
necessity of solutions to the tasks, the most important of which are: identify-
ing the causes of existence of shadow economic relations; efficient countering
and combating the factors that hinder de-shadowing of Ukraine's economy;
analyzing the characterization of specifics in the manifestation and function
of shadow processes in the transitional economy of Ukraine; identifying the
main areas of influence of the shadow economy on the aggregate income of
the population. A mechanism for the State regulating the income has been
determined and improved, activities towards minimizing the impact of the
shadow economy on the income of the population in terms of their reforma-
tion have been developed.
Keywords: mechanism, the State regulation, income of the population, eco-
nomic regions, shadow economy.
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