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Abstract. The purpose of the article is to determine the trends of the functioning of the corporate income tax in the
system of state revenue, assess its tax transformations, and determine the tax efficiency. On that basis, determining
prospects of income tax in the national system of business entities taxation and developing proposals forimproving
the mechanism of taxation in Ukraine. Methodology. The theoretical and methodological base of scientific research
of national and foreign scholars on the analysis of corporate income tax, official statistical data of the Ministry of
Finance of Ukraine and State Fiscal Service of Ukraine. To ensure the authenticity and validity of the research results
to the goal, the following methods are used: induction and deduction — during theoretical generalizations and
conclusions; analogy method — when comparing the foreign experience of administration of corporate income tax;
economics and statistics as methods of the macroeconomic situation of Ukraine analysing. Results. In the article, the
corporate income tax is investigated. The macroeconomic situation in Ukraine is analysed. Reasonable steps for the
further use of the European countries experience for Ukraine are founded. Practical implications. The results of this
study can be used by state authorities in developing tax policy directions in Ukraine. Value/originality of the results
is a complex theoretical and practical analysis of the corporate income tax in Ukraine. Further research should relate
to the improvement of its own system of income taxation. In the process of its implementation, it is necessary to use

the experience of European countries.
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1. Introduction

In the current economic situation in Ukraine, there
is an urgent question about the reform of the corporate
income tax. State and business are not satisfied with
the current system of taxation of corporate profits. The
government complains of massive tax evasion through
the “shadow business” and its “minimization” by all
possible means, resulting in a loss of revenue. Business
is indignant about the complexity of administration of
income tax, the pressure from the fiscal authorities, and
transfer of the taxburden from corporate income taxfora
small number of honest taxpayers. However, the income
tax has great opportunities to regulate and stimulate
business activity. Government is able to stimulate a
revival of investment and innovation and promote
competition by using income tax. Unfortunately, we do
not see this trend at the moment. To be able to resolve
this situation, we need to analyse the current state of
corporate income taxation in Ukraine. In this case,
we must take into account international experience of
developed countries in order to suggest an approach
to the transformation of the tax with minimal losses
for businesses and state and solving the problem of
reducing the fiscal efficiency of corporate income tax.
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Ukrainian scientists in recent years have increasingly
focused on improving the system of taxation of
corporate profits in Ukraine. While paying tribute to
the considerable achievements of scientists in solving
the problems of reforming the tax system in general,
and income tax in particular, we would like to note that
the practice of implementing changes is characterized
by many contradictions, and therefore, the topic of the
study is still relevant in the future.

Corporate income tax is one of the main items of
revenue of the state budget. It is paid by legal entities
on profits derived from the sale of goods (works,
services), fixed assets, intangible assets, securities and
others. Corporate income tax is one of the four budget
forming taxes and plays an important regulatory role in
the economic system of the country. The main purpose
of this tax is to regulate business activities, promote
investment processes, and increase capital entities.

2. Different rates of income tax
and its share of GDP

But, despite such opportunities, the present state of
income tax does not meet the tasks assigned to it. An
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indication of this is reducing the fiscal effectiveness
of income tax, ie. reducing its share in GDP, budget
revenues, and tax revenues.

The reduction of the corporate income tax rate may be
considered in the Fig. 1.
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To compare the tax policy of Ukraine and other
countries, let us consider the tax rate on profits of
enterprises in the European Union countries (Fig. 2).
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Fig. 1. The dynamic of corporate income tax rate
for the 2011-2017 years, %

Source: based on data of the Tax Code of Ukraine

As we can see, the reduced tendency stopped in
2015. According to the Law of Ukraine on 19.12.2013
number 317 “On Amendments to the Tax Code of
Ukraine Regarding Several Taxes,” it was planned that
in 2015 corporate income tax rate will be 17% and
in 2016 — 16%. However, these changes did not take
place so far.

Fig. 2. Corporate tax rate in EU countries in 2016, %

Source: based on data of Taxation trends in the European Union

As we can see, the average corporate tax rate in 2016
in Europe is determined by 21.94%. The highest rate
of corporate tax is in countries such as Malta — 35%,
France - 33.33%, Belgium — 33%, and Greece — 29%.
The lowest tax rate on corporate income of 10% is
observed in Bulgaria, Lithuania, Latvia, and Germany —
15%.

Table 1
Dynamics of the share of corporate income tax in GDP in the EU countries in 2009-201S5, %

Country 2009 2010 2011 2012 2013 2014 2015
Germany 2.5 1.9 2.1 2.4 2.5 2.5 2.4
Poland 2.7 2.3 1.9 2.0 2.1 1.8 1.7
Austria 2.6 1.8 2.0 2.1 2.1 2.2 2.2
France 3.0 1.8 2.3 2.6 2.7 2.8 2.7
Bulgaria 3.0 2.4 1.9 1.8 1.7 2.1 2.0
Netherlands 3.3 2.2 2.3 2.2 2.1 2.1 2.6
Latvia 3.0 1.6 1.0 14 1.6 1.6 1.5
Czech Republic 4.0 34 32 32 33 3.4 4
Romania 2.9 2.4 2.0 2.3 1.9 2.0 2.2
Italy 2.9 2.4 2.3 2.2 2.3 2.5 2.2
Hungary 2.6 2.1 12 1.1 1.3 1.2 14
Finland 3.3 1.9 24 2.6 2.1 24 1.9
Sweden 2.8 2.8 3.2 3.1 2.6 2.7 2.7
Portugal 3.5 2.7 2.7 3.1 2.7 3.3 2.8
United Kingdom 34 2.6 2.9 2.9 2.7 2.5 2.4
Greece 2.1 2.5 2.5 2.1 1.1 1.1 1.9
Norway 12.0 8.9 9.9 10.7 10.3 8.3 6.9
Estonia 1.6 1.8 13 1.2 14 1.7 1.7
Belgium 3.3 2.3 2.5 2.8 3.0 3.1 3.2
Denmark 2.6 1.9 2.3 2.2 2.6 2.8 2.7
Croatia 2.9 2.6 1.9 2.3 2.0 2.0 1.8
Lithuania 2.7 1.8 1.0 0.8 13 1.4 1.4
Malta 6.0 5.9 5.9 5.7 5.3 5.8 6.2
Luxembourg 5.3 5.7 5.8 S.1 5.2 4.8 4.4

Source: based on data of Taxation trends in the European Union
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In the total tax revenue of the EU, the average value of
corporate tax income decreased from 3.7% to 2.7% of
GDP during 2009-2015 years (Table 1).

According to the different nature of the income of
individuals and entities, the fiscal function of income
taxation in Europe relies mainly on individual tax,
whose share in GDP is higher than the corporate tax
share and in the total tax revenues. This is explained
by a broader tax base for personal income tax and the
establishment of lower income tax rates on purpose of
the struggle for resources on the world market. There
are two main reasons why corporate income tax is
less effective. Firstly, because of the shift from direct
taxation to indirect, which began with the financial
crisis in 2008, when the budgets of many countries had
begun to suffer due to reduced revenues from taxes on
income. Secondly, because of the tax evasion through
the nebulosity of the tax base and the use of different
schemes of tax planning by multinational companies.

3. Macroeconomic situation in Ukraine

As the data demonstrate in Fig. 3, the share of
corporate income tax in GDP of Ukraine is close to the
European average.
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Fig. 3. The shares of the corporate income tax in the
consolidated budget and in GDP of Ukraine in 2011-2017, %

Source: based on data of the Ministry of Finance of Ukraine

According to reports of the Ministry of Finance of
Ukraine, the reduction of corporate tax share in the
consolidated budget of the country is explained by the
unfavourable macroeconomic situation. This implies
the following:

- the reduction of industrial production. Thus, the
index of industrial production in 2013 was equal to
96.6% compared to 102.4% in 2012, in 2014 and 2015
it had decreased to 95.8% and 80.0% in accordance,
however, in 2016 there was a rapid increase to 98.6 %;

- the state budget deficit in the amount of 64.7 billion
UAH or 4.45% of GDP in 2013, amounting to 78.05
billion UAH, or 4.95% of GDP in 2014, 45.16 billion
UAH, or 2.28% of GDP in 2015 and 79.1 billion UAH,
or 2.94% of GDP in 2016;

- exceeding borrowing over repayments. In 2016, the
country should pay the external debt of about 9 billion
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USD, including 6 billion USD for the IMF loans. By the
end of 2017, the expected volume of public debt will
reach 2.3 trillion UAH, which is approximately 66.4% of
GDP;

- an unstable trade balance. Thus, the difference
between the value of imported and exported goods and
services for a long time have had a negative value. For
example, in 2012 it reached 9% of GDP, which is higher
than during the time of crisis in 2008. Although in 2015
and 2016 the balance of payments was in surplus of
849 million USD and 1.3 billion USD respectively;

- the country’s energy dependence and volatility in
global markets of metallurgy and oil industry.

Fiscal value of corporate income tax can also be seen
as the ability to create the budgetary resources in order
to provide socially necessary expenditure. Important in
this context is to determine the dynamics of corporate
income tax revenues.

The Fig. 4 shows that there was a slight increase
in revenues during 2010-2012. Thus, the stability
in income tax indicates that enterprises of Ukraine
gradually had improved their effective performance
after the crisis period. The smallest increase in revenues
compared to the previous period was observed in 2014.
This phenomenon can be explained by a decrease inrates
of corporate income tax from January 1, 2014, from 19%
to 18%, as well as by the temporary exemption from
taxation of certain economic activities. In particular,
this applies to biofuel producers for the period until
January 1, 20185, gas companies until January 1, 2020,
light industry, power industry, shipbuilding, aircraft,
machinery for agriculture — from January 1, 2011 to
2020. There was a condition set for such enterprises in
the Tax Code: funds which were freed from taxation
must be directed on increasing the production, logistics
upgrading, and implementation of new technologies.
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Fig. 4. The dynamics of corporate income tax revenues in the
2011-2016 years.

Source: based on data of the Ministry of Finance of Ukraine

Another reason for this decline can be explained by
the lack of consistency in the corporate tax privileges.
The classical theory of effective taxation says that to
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maximize the positive effect of rates reduction one
should reduce the tax benefits. In return, with the sharp
decrease in corporate income tax rates government
significantly expands the list of privileges, exemptions,
and preferences, particularly through special tax
regimes.

The positive dynamics of corporate income tax
revenues in 2016 can be primarily explained by the
depreciation of the money supply (the inflation level
in 2015 was 143.3%, in 2016 — 112.4%). Also, such
a growth is caused by the transition to quarterly
tax payments that are set for 2016. In particular, in
November the income tax was accounted for the results
of the third quarter of 2016. Furthermore, according to
subsection 4 of the XX section of Tax Code, enterprises
had to pay an advance payment of corporate income
tax in the amount of 2/9 of the tax accrued for three
quarters of 2016.

If we consider the income tax in terms of its individual
components, it is evident that growth occurred in all
sectors. The largest increase in revenues is showed by
private businesses (12.0 billion or 61.5%), despite the
fact that in the previous year this sector had the most
significant reduction. State-owned enterprises and
financial institutions (banks and insurance companies)
increased tax payments more than double (Fig. S).
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Fig. S. Income tax revenues of the different ownerships’
enterprises in 2015-2016.

Source: based on data of Analysis of budget performance for 2016.
Budget monitoring

It is also important to pay attention to the fulfilment
of the plan of corporate income tax payments to the

Table 2

The fulfilment of the plan of corporate income tax payme

of Ukraine in 2011-2016, billion UAH*

budget of Ukraine. Table 2 shows that the actual volume
of revenues from 2011 to 2016 was whether higher than
plan or very close to it.

In 2011, the annual target for income tax was executed
by 114.9%. This increase occurred despite the reduction
of the tax rate by 2% (from 25% to 23%) on January
1, 2011. Since 2012, due to the difficult economic
and political situation in Ukraine, the plan was under-
executed. In 20185, there was even a greater decline in
the tax revenues with the underperformance of the plan
by almost 5%. The main reason was the strengthening
of socio-economic instability in the country, and as a
result, a significant percentage of tax evasion. Positive
growth in corporate income tax revenues in 2016 can
be explained by the general increase of business activity
in the country. The number of entities of different legal
forms on December 1, 2016, was 1,179,553, which is
62,599 more than in 2018.

Fiscal policy on income tax is a factor stimulating the
business activity of all entities that should be conducted
carefully. Besides, it should be one of the tools of
creating a favourable climate for attracting investment.
The problem of increasing the revenue base of the state
budget, in particular, due to tax business profits should
be resolved comprehensively, taking into account the
tax burden on business and with regard to optimum
revenue from the tax on business profits to the state

budget.

4. Conclusions

The general there is an improvement in the payment
of income tax to the budget, although there are some
drawbacks. First of all, it concerns an extensive system
of preferential tax treatment, which expanded to
threatening dimensions for the competition and for the
national security. Strong fiscal reserves are in the tax
preferences.

The decline in tax rates, while expanding the list of
tax benefits provided by the Tax Code, gives grounds
to assert the absence of a clear state strategy to ensure
stable sources of budgetary resources to finance
socially necessary expenditure. Improving the taxation
of corporate profits in Ukraine must have a systemic
nature. Hasty and uncoordinated attempts to rectify
the situation by correction current tax law will lead not
only to the loss of confidence of domestic taxpayers
and foreign investors but also it will trigger massive

nts to the budget

2011 2012 2013 2014 2015 2016
Plan 47,93 56,79 56,79 41,01 36,92 46,92
Fact 55,09 54,46 54,92 40,06 34,7 54,3
Performed,% 114,9 95,9 96,7 99,9 94,3 111,9

*Source: based on data of the Ministry of Finance of Ukraine
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tax evasion and, consequently, further reduction in the
fiscal efliciency of corporate income tax.

It is necessary to further reform the tax system relative
to an optimal tax rate and eliminating unjustified
privileges, optimize the tax base and improving the
process of tax administration. Also, the continuous
analysis of statistical information on income tax is
needed, because it will give an opportunity to make
early predictions and quickly respond to changes in
the level of income that will indicate the feasibility and
effectiveness of various reforms in the tax area.

Establishing simple and transparent rules for
calculating the tax object eliminates a manifestation of
discretion in the tax laws, reduce the number of audits,
tax disputes, and minimize pressure on business by
the fiscal authorities. Due to the fact that the tax
authorities do not need to check all the operations of
the enterprise, as just launched capital is controlled,
it will give an opportunity to respond quickly to the
possible illegal withdrawal of money from the system.
Charging tax must be performed based on the actual
value of the property tax for the quarter, setting a

Vol. 3, No. 4, 2017

quarterly tax period. This is justified by the fact that
when determining the tax and its payment sources —
income - coincide in time.

Corporate income tax is one of the most powerful
sources of budgetary resources and provides the state
with full funding of core functions. The analysis shows
that fiscal policy on income tax motivates business
activity of all entities that should be conducted carefully.
Besides, it should be one of the tools of creating a
favourable climate for attracting investment. It is also
necessary to further reform the tax system relative to an
optimal tax rate and eliminating unjustified privileges,
optimize the tax base, and improving the process of
tax administration. Implementation of the measures
proposed above will have the following positive effects,
including: attracting foreign investment in the business
and the suspension of capital flight abroad; simplifying
the administration of income tax for enterprises;
creating huge internal investment resources without
foreign loans; elimination of business from the “shadow”
and simplification of the administration of corporate
income tax, resulting in increased revenue.
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Onbra 3AAMACJIO
POJ1Ib HAJTOTA HA MPUBbIIb NPEANPUATVIN B AOXOAAX TOCYAAPCTBEHHOIO BIOAMETA
YKPAUHDI

AHHOTaumsA. Llenb cmameu — onpepenerHne TeHaeHUNin GyHKLMOHMPOBaHNA Haslora Ha NPuUbbLLTb NPesnpPUATUAIA
B CUCTEME TFOCYyJapCTBEHHbIX [OXOAOB, OLEHKN ero Hanorosbix TpaHCHOPMALMA 1 onpepeneHns HanoroBowm
apdekTmBHOCTU. ONpenenuTb NePCneKTUBbl HAIOro060XKeHVA NMOLOXOAHOIO Haora B HaLMOHANbHON cucTeme
HanorooboXeHns CyObEKTOB XO3SMCTBOBAHUA W pa3pabaTtbiBaTb MPEOSIOKEHUA MO COBEPLUEHCTBOBAHMIO
MexaHu3Ma NoLOXOAHOro HaNoroobsioXKeHuA B YkpaviHe. Memodosiozus. TeopeTuueckas n MeTogosnornyeckas 6asa
HAYUYHbIX UCCNeOBaHNIN OTEYECTBEHHbIX U 3apy6eXKHbIX YUEHbIX MO aHanM3y Hanora Ha npubblb NPeanpUATUNR,
oduLManbHble CTaTUCTMUECKME AaHHble MuHUcTepcTBa PrHaAHCOB YKpauHbl 1 TocyfapCcTBeHHOWN dUCKanbHOWM
cnyx0bl YKkpauHbl. [ns obecrneyeHus LOCTOBEPHOCTM M OOOCHOBAHHOCTU pPe3ysbTaToB WCCEAOBaHWI Afis
OOCTVXKEHMS Lenu Bbiv NCNob30BaHbl Ceaytolne MeToabl: MHAYKLUA 1 AefyKLnsa - BO BPeMsA TeOPEeTUYECKUX
06006LleHNIN 1 BbIBOJOB; METOA aHANOMMN — MPU CPAaBHEHUN 3apybeXXHOro onbiTa AAMUHUCTPUPOBAHUA Hanora
Ha nNpubbINb MNPEANPUATUAN; SKOHOMUKM W CTAaTUCTUKM KaK MEeTOAbl WCCNeAOoBaHWi MaKpO3KOHOMUYECKON
cauTyauun B YKpauviHe. Pesysismamel. B ctaTbe nccnemyeTcs Hanor Ha npubbiib npeanpuatuin. AHanusnpyetcs
MaKpO3KOHOMMYecKasa cuTyaumsa B YKpauHe. OCHOBaHbl pa3yMHble Liark Mo AanbHenlemy WUCMoNb30BaHMIO
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onblTa HaNoroobIoXKeHNA B €BPOMeNCcKNX cTpaHax Ana YKpauHbl. [Ipakmuuyeckoe 3HavyeHue. Pe3ynbTtaTtbl 3TOro
NCCNegoBaHUs MOryT ObiTb MCMOMb30BaHbl FOCYAAPCTBEHHBLIMU OpraHamy Mnpu pa3paboTke HanpaBneHun
HasIoroBOW MNONUTUKIY B YKpanHe. 3HayeHue/0pu2uHanbHOCMb — CIIOMKHBIN TEOPETUYECKUI U MPaKTUYECKUA aHanun3
Hanora Ha nprobiNb NPeAnpPUATUIA B YKpanHe. JanbHenwme ncciefoBaHna LOMKHbI KacaTbCA YyCOBEPLUEHCTBOBaHMSA
COBCTBEHHOW CUCTEMbI MOJOXOAHOIO HaNIOrooboXeHuA. B npoLecce ee peanusauyumn HeobxoaUMMo 1CNoONb30BaTh
ONbIT eBPONENCKNX CTPaH.
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