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TAX ADMINISTRATION: ANALYSIS OF THEORETICAL APPROACHES IN
MODERN FINANCIAL THEORY

Y cratTi npoaHani3oBaHO iCHyOUi TEOpPEeTUYHI NiAXoAu A0 iHTepnpeTauii KaTeropii «nogatkose
aflMiHiCTpyBaHHs» B Cy4acHi piHaHCOBIM Teopii. [peacTaBneHoO aBTOPCbKUM NigXin AO TPaKTyBaHHSA
dickanbHOT epeKTUBHOCTI NOAATKOBOro aAMiHICTpyBaHHSA (KpUTepil LOCATHEHHS EKOHOMIYHMX i coui-
aflbHUX HaCMiAKiB y AepXXaBi, NO3UTUBHA KOPENALif, KOPUCHUM pe3y/bTaT Bif NOAATKOBUX PilleHb,
pilLEHHS 3afay NoJATKOBOI MOMITUKH, 3 LOTPUMAHHAM MiXKHAPOAHWX MOAATKOBUX CTaHZapTiB, Mojin-
LUEHHSI CTaB/IeHHA FPOMAaACbKOCTi 4O OMOJATKYBAHHSA) 3 BUOKPEMJ/IEHHAM BUSAB/IEHUX MEBHUX OCO-
6nMBOCTEN: aAMIHICTPYBaHHS NOAATKIB 3AIMCHIOETbCA He NiMLIEe BUKOHABYMMMW OpraHaMu, a W NOBHO-
Ba)XHUMW [EepPXXaBHUMU OpraHamu; NoAaTKOBe afMiHICTpyBaHHA — Lie OpraHisauiiHa BisfbHICTb, WO
OpraHi3oBy€ Npouec BAOCKOHA/IEHHS B3aEMOBILHOCHH MiXK MOAATKOBUMW OpraHamu Ta NiaTHUKaMHM
noAatkiB; Le ynpaB/iHCbKa Ais/IbHICTb, CNIpsAMOBaHa Ha NpPaKTUYHE yNpaB/iHHA NpouecamMu onojaTky-
BaHHS; OCHOBHOIO METOI0 afIMiHICTPyBaHHA NojaTKiB Mae cTaTh 3abe3sneueHHs edeKTUBHOCTI noaaT-
KOBWX HaAXOMKEHb; 3aBAAKU NOAATKOBOMY afMiHICTPYBaHHIO 3[AiNCHIOETbCS KOHTPO/Ib 3@ AOTPUMaAH-
HSIM yYaCHMKAMW NOJATKOBUX BiHOCWH BifNOBIAHWX 3aKOHOZABUMX aKTIB.

MNopatkoBe aAMiHiCTpyBaHHA € OQHUM 3 OCHOBHWUX €N1EeMEHTIB e(eKTUBHOro (PYHKLiOHYBaHHS
noAaTKoBOI CUCTEMM Ta EKOHOMIKM fepykaBu. EdpekTuBHiCTb nopaTkoBoi cuctemu obymoBneHa
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NOBHOTOIO BUSIBJIEHHS AXKepen [OXOAiB 3 MeTolo obKnafeHHs ix nojatkamu Ta MiHiMisauiclo BuTpar
no ix mobinisauii Ta obos’asku cnnati. OcHOBY edeKTUBHO OpraHi3oBaHOI NOAATKOBOI CUCTEMM
BU3Ha4yaloTb: NPaBW/bHICTb HapaxyBaHHS NOAATKiB, CBOEYACHICTb iX CNAaTH, HEMOXJ/UBICTb YXUNEHHS
Big onopartkyeaHHs. lMogaTkoBe agMiHicTpyBaHHA sBns€ cobolo cKNagHy KOHUeNuilo, Wo BuMarae
cucteMHoro nigxopy. Lle ay>xe wupoke po3yMiHHA WOro 3MiCTy Bif NOJATKOBOrO afMiHICTPYBaHHS i
NOAATKOBOI CUCTEMU B LiIOMY (B HAMLLMPLIOMY CEHCi) A0 AiSNIbHOCTI NOJATKOBUX OpraHiB KOHTPO/OBATH
NpaBW/IbHICTb OBUYMCAEHHA | cnnaTv nogaTkoBux naatexis (y By3sbkoMy ceHci). EdpekTneHa opraHisa-
Lis npoueciB onofaTKyBaHHA MiANPUEMCTB NOBUHHA BU3HAYaTH TakKWi NOPSAAOK HapaxyBaHHS i cniatu
nopatkis, 3a SKOro He GyayTb YTUCKATMUCA IHTEPECH Hi LepXKaBW NpU HanOBHEHHI BlomKeTy, Hi nig-
NMPUEMCTB 3 METOIO CTUMYJIIOBAHHS X PO3BUTKY.

The paper analyzed the existing theoretical approaches to the interpretation of the category
of «tax administration» in modern financial theory. It was given the author’s approach to the sci-
entific study determining fiscal efficiency of tax administration (the criteria achieving economic
and social impact in the state, positive correlation useful result from tax solutions cost to receive
it, solving problems of tax policy, compliance with national tax international standards, improve
public attitudes towards taxation.)with the opening of the identified features: tax administration is
carried out not only the executive but also competent state agencies; tax administration is an orga-
nizational activity that organizes the process of improving the relationship between tax authorities
and taxpayers; tax administration is management activity that is aimed at practical management
processes taxation; the main purpose of tax administration should be to ensure the effectiveness
of tax revenue. Due to tax administration is controlled by adherence to fiscal relations relevant
legislation. Tax administration is a complex concept that requires a systematic approach. This very
broad understanding of its content from the tax administration and tax system as a whole (the wid-
est sense) to the activities of tax authorities to monitor the correctness of calculation and payment
of tax payments (more narrow sense). Effective organization processes taxation shall determine
a procedure for calculation and payment of taxes, which will not suffer any state interests when
filling the budget, nor the interests of businesses in order to encourage their development. Result
(effect) and the costs incurred to achieve this result.

Kniouosi cnoBa: agMmiHicTpyBaHHSA, NOAATKOBE aAMiHICTPYBaHHSA, dickasbHa e(peKTUBHICTb noaaT-
KOBOrO afMiHICTpYyBaHHS.

Keywords: administration, tax administration, fiscal efficiency of tax administration

In view of modern socioeconomic transformations a dominating role of taxes in any
country’s economy development is hard to deny. As a basic instrument of economic
regulation, taxes are the primary source for national budgeting and redistribution of gross
domestic product. That is why such economic category as «taxes» has a direct impact
on both government-owned and private segments of primary macroeconomic agents. So,
the problems of taxation procedure and improvement still have a major importance for
sustainable economic development of the country. Based on the above, experts in finance
and tax management started developing scientific theories concerning taxation procedure
and management, dedicating special attention to administration of taxes.

Fiscal administration and levies remains one of the most urgent problems not only in
the field of taxation per se, but also in the field of management of financial and business
activities of economic agents on the whole. And despite its urgent nature, there is still
a significant gap in understanding both the theory and practices of administering tax
revenues. Various economists studied the problems of local budgeting and local financing
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within the study of the general budget and tax management system. Still we believe that
too little attention was paid to fiscal effects of fiscal administration. To understand the
latter, one should define the basic notion, and that is not easy, since the notion «admin-
istration of taxes» is very ambiguous.

We believe this is due to the fact that the notions «tax administration» and «fiscal
administration» have not been scientifically substantiated. Those notions are similar, yet
not identical.

For instance, a number of Russian experts use the notion «tax administration», but
with different meanings. V.A. Krasnitsky believes it is a «system for government con-
trol of tax relations» [1, p.22]. M. Mishustin interprets the notion as «activities aimed
at administering tax laws» [2, p. 75]. T. Ashomko thinks it is «control of complete and
timely payment of taxes and levies» [3, p. 45].

In his research V.L. Andrushchenko associates the notion of «tax administration» with
politics, science and arts. From the political perspective tax administration is a national
policy as it is understood by government agencies and administrative institutions, and
with the help of which financial resources are distributed through taxation mechanism
between the state and the public [4, p.76-78].

Domestic experts identify these two notions and use them in the same context. For
instance, Y.B. Ivanov and A.l. Krysovaty use the notion «fiscal administration liabilities»,
which they identify with the notion of «tax administration» and interpret as the «proce-
dure for exercising rights and obligations of persons subject to tax law concerning settle-
ment and discharge of tax liabilities». Since tax relations are based on tax law standards,
this definition seems to be viable. However, it does not provide for possibility to manage
tax flows [5, p.182].

According to ILA. Peronko and V.A. Krasnytsky, «tax administration is a system for
government control of tax relations. Tax relations are a subject of tax administration».
And further «the notion of «tax administration» opens up in both senses. Firstly, it is
a system of management bodies (legislative and administrative tax authorities), duties
of which include procedural support for tax concept of a scheduled period: review and
discussion, approval by legislative action. On the other hand, these bodies shall draw
up reports on tax budget performance and carry out comprehensive analysis of those
reports. Secondly, it is a set of rules regulating tax actions and specific taxation tech-
niques, and even measures defining responsibility for violation of tax laws». One cannot
adhere to this definition, since we believe that tax administration is a certain kind of
enforcement [1, p.22].

To ensure timely and complete payment of tax revenues, it is not enough to issue
standards and regulations supporting the will of the ruling circles. It is necessary to
ensure subordination of people and companies, which shall comply with these regulations.
According to M.V. Karasyova «...what the government wants first and foremost are
taxpayers, who voluntarily discharge their tax obligations by means of their own actions
without any assistance from public authorities», and further «as for actions of the public
authorities to ensure discharge of tax obligations, they are all secondary and enforced in
the tax regulation system» [6, p.44-45]. Certainly, voluntary discharge of tax obligations
requires reciprocal measures on the part of respective authorities.
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Having analyzed the existing ideas of tax administration, one might say that tax
administration procedure is based on the tax law and is a set of legal standards (legal
instructions) defining code of conduct for participants in tax relations. The sources of
the tax law are the Constitution of Ukraine, the Internal Revenue Code of Ukraine, other
legislative acts regulating relations in the field of taxation.

Scientific research underlines dominating role of fiscal administration, characterized
by a share of tax revenues in the state budget revenues, uniform principles of accounting,
assessing and effecting tax payments and non-tax payments, as well as responsibility of
taxpayers and contributions to special purpose state funds.

We believe this definition is not perfect, since fiscal administration shall not imply
regulation of non-tax payments and contributions to special purpose state funds

Modern financial literature is not unanimous regarding what fiscal administration really is.

Domestic experts and politicians started to use the notion «fiscal administration»
in the second half of the 1990-s. Every application of this notion proved a substantial
difference, and in some cases even ambiguity of meaning. There is no legal definition of
the fiscal administration in standard legal acts, despite the fact that the notion is widely
used by politicians and government officials, though it is often interpreted differently.
This notion is new for scientific literature as well. Modern literature is not unanimous
regarding what tax administration really is.

Despite its wide use in practice, first attempts to make up scientific definition of
«administration of taxes» in Ukraine were made as recently as early 2000-s by V.M. Mel-
nyk. He offered the following definition: «fiscal administration is a management activity
of public executive bodies aimed at organization of taxation procedures, it is based on
national legislative and standard acts and applies socially induced and accepted rules»
[7, p.228]. However, it is still unclear, what social rules regulating administration process
apply in this case, since any management activity shall be based on standard legal acts
and nothing more.

Among basic concepts of tax management V.M. Melnyk distinguishes the following:
accounting (registration of taxpayers and tax revenue accounting), awareness-building
and advisory activity, predictive analytics, monitoring and inspecting [8, p.57].

It is worth mentioning the idea of T.0. Protsenko, who strives for wider under-
standing of the problem and determines two categories of administration: firstly, fiscal
administration as a system of legally defined relationships between the state, which is
the primary party to establishing tax environment, and taxpayers; and secondly, admin-
istration of taxation processes as a system for execution of taxation functions under
existing business conditions. This approach is viable, however we believe that these two
categories complement each other, and it is feasible to unite them into single compre-
hensive economic notion [9].

In some sources fiscal administration means primary management function including
planning, organization, management, accounting, control, whereas in other sources it
means a science, which defines principles of efficient management of tax system under
certain socioeconomic and sociopolitical conditions, and assesses tax system accord-
ing to certain theoretical criteria. However, fiscal administration interpreted that way
becomes in fact identical to tax management, which is a management process used to
enforce tax policy by applying methods of impact of taxation mechanism on tax system.
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Tax management is usually viewed in three perspectives: as a system of tax management,
as a designated category of people managing taxes, and as a business type (corporate
and personal tax management).

There is also a definition of «fiscal administration» as a national policy: activities
of government agencies and administrative institutions, by means of which available
financial resources are distributed in certain proportion through taxation mechanism
among private and public sectors of economy, between the state and the public, and the
government carries out its functions financed from tax revenues. This wide definition of
administration is justified, however when interpreting fiscal administration it is feasible
to underline its specific features, peculiarities distinguishing this notion from the rest.

A.A. Sadyekov and V.M. Pokynteletsia were probably ones of the first in domestic
science, who performed comprehensive systematization of existing definitions of «fiscal
administration» and determined approaches to definition of this notion with advantages
and shortcomings thereof, namely: process, organization, process and organization,
applied, legal, stratified and management approaches [10, p.114—118]. Based on their
research, the authors suggested defining fiscal administration as a type of comprehen-
sive systemic organization of tax regulation processes, control and collection of taxes,
based on combination of imperative methods of tax authorities and stimulation of tax-
payers’ self-initiative. They believe this definition is more accurate due to separation of
activities of representative and executive bodies of state tax control, complete variety of
duties of tax authorities, taking into account taxation system reform trends.

We believe this systematization makes some sense, however study of tax administra-
tion would be scientifically inappropriate and limited without dwelling on widely known
views of other domestic scientists on the matter.

For instance, A. Selivanov believes that «fiscal administration means legal relations
established within the framework of activities of government authorities for settlement
of taxes payable and stipulating application of enforcement methods to taxpayers» [11,
p.34—38]. As noted before, fiscal administration is an exclusively economic category, so
it cannot mean legal relations.

A. Lastovetsky argues with A. Selivanov and offers a wider definition of «fiscal
administration», namely a «mechanism including a set of methods, procedures and legal
means for disposal of taxes and levies by public authorities» [12, p. 37—40]. However,
as a rule, «disposal» is carried out by taxpayers subject to the law, and not by public
authorities for fiscal administration or based on decisions thereof. Moreover, viewed in
the given context as a set of methods, fiscal administration seems to operate as a man-
agement system without any regard to external administration links, which are a part of
control function in taxation.

In modern economic literature one comes across actual identifying of «fiscal admin-
istration» with «tax system management», in which case the notion of «administration
of cases» can be defined as management in the field of taxation. Some experts define
fiscal administration as a dynamic management system for modernized tax authorities in
market economy.

Some scientists associate the notion of «fiscal administration» with activities of tax
authorities, namely monitoring compliance of legal entities and individuals with the tax law.
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These ideas are further developed by A. Aronov and B. Kashin, who believe that fis-
cal administration is a tool defining eventual success or failure of the general budgetary,
fiscal and economic policy of the country [13, p.111—113].

N.S. Shalimova interprets the notion as a set of methods, measures and means of
information support, based on which public executive bodies steer taxation mechanism in
a direction defined by the law and coordinate tax activities under significant changes in
economy and politics [14, p.115]. So, one of the defining aspects of fiscal administration
is smooth interaction of public management and control bodies.

One should mention that fiscal administration has a wider meaning than mere tax
control, yet it is an integral part of tax system management. Among a variety of ideas
in Russian scientific literature there are two approaches to interpreting the meaning of
the notion. In a broad sense fiscal administration means a system for management of
tax relations (tax system). In a narrow sense administration of taxes means tax control
performed by tax authorities.

Tax administration is a comprehensive notion requiring a system approach. Thus,
there is a fairly wide understanding of its meaning: from tax system management and
taxation in general (the widest interpretation) to activities of tax authorities monitoring
accuracy of assessment and of effecting tax payments (narrower interpretation).

When we discuss the notion of «fiscal administration» there is another important
category one should take into account along with such categories as «organization, man-
agement, control», and it is efficiency.

As a rule, efficiency is a characteristic of an object reflecting its social utility, perfor-
mance or other positive qualities. In a broad sense efficiency means a ratio of the result
(effect) to the cost incurred to achieve this result.

In some reference books absolute efficiency is defined as «economic efficiency deter-
mined as a ratio of the result obtained to the total cost», whereas the notion of «effi-
cient» is interpreted as something that «brings required results or consequences, pro-
duces the largest effect or induces the effect». From the perspective of tax management
one can distinguish the following criteria of efficiency:

— producing economic or social effect in the country;

— positive ratio of useful result of tax decisions to costs incurred to achieve this result;

— solving tasks of tax policy;

— compliance of national taxation with the global standards;

— improving attitude of the public to taxation.

Thus, based on compilation of theoretical views on the essence of the notion «fiscal
administration» we would like to offer our own interpretation of this phenomenon.

Fiscal administration is organization and management performed by public authorities to
ensure efficiency of tax collection (levies, tax payment).

Defining the essence of this definition, we would like to note some of its peculiarities,
namely:

— fiscal administration is carried out not only by executive bodies, but also by public
authorities;

— fiscal administration means organizational activity, that is, organizing the procedure
for improving relationships between tax authorities and taxpayers;
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— fiscal administration means management activity, that is, its purpose is operating man-
agement of taxation processes;

— primary purpose of fiscal administration shall be ensuring efficiency of tax revenues;

— through fiscal administration compliance with respective legislative acts by participants
of tax relations is monitored.

Tax administration is one of the basic elements of efficient tax system and economy of
the country on the whole. Efficiency of tax system depends on completeness of detection
of income sources for the purpose of taxation and minimization of costs of its mobilization
and tax liabilities. Efficiently operating tax system is based on the following: accuracy of tax
assessment, payment of taxes in due time, impossibility of tax evasion. Efficient taxation
procedures for companies shall determine the manner of tax assessment and payment,
when neither interests of the companies, nor budgetary interests of the state are infringed.
Efficient taxation shall stimulate development of companies based on the result (effect) and
costs incurred to achieve this result.
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