International Scientific Journal “Internauka’. Series: “Economic Sciences”
https://doi.org/10.25313/2520-2294-2023-4

Economics
UDC 336.02
Vinnytska Oksana
PhD in Economics, Associate Professor,
Associate Professor of the Department of Finance, Accounting and Economic Security
Pavio Tychyna Uman State Pedagogical University
Binnnnbka Oxcana AHaToJIiiBHA
KaHOUuoam eKOHOMIYHUX HAYK, OOYeHM,
Odoyenm Kagheopu inamncie, 006Ky ma eKoOHOMIUHOI be3nexu
Ymancokuii oeporcasnutl nedazoeiunuil ynisepcumem imeni Ilasna Tuyunu

ORCID: 0000-0001-6402-6451

TAX MANAGEMENT OF UNITED TERRITORIAL COMMUNITIES
NMOJATKOBUA MEHEKMEHT OB’€THAHUX
TEPUTOPIAJTBHUX T'POMAJI

Summary. The directions of tax management of the united territorial
communities are analyzed in the context of the budgetary decentralization It is
determined that the basis of a financially-economically developed and socially
stable country is independent and financially independent territorial
communities. After all, only they have all the necessary resources to create a high-
quality and full-fledged provision of public services to the population and
business. The administration of local taxes and fees is an important issue that
needs to be addressed at the legislative level in order to increase the fiscal

efficiency of the budgets of territorial communities.
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1t is substantiated that the priority in creating an effective tax management
of territorial communities in the context of decentralization and ensuring their
financial sustainability lies in the plane of improving tax policy in order to form
a stable revenue base for local budgets, delineate powers between the center and
regions, and justify the costs of territorial communities.

It has been established that the introduction of a policy of budgetary
decentralization laid the foundation for strengthening the financial independence
of territorial communities and increasing the financial self-sufficiency of local
government budgets at the primary level.

It has been established that the achievement of the efficiency of tax
management of territorial communities in the context of decentralization requires
a review of problems at the state level through equalizing inequality in budgetary
regulation, stabilizing the market environment, improving the quality of life and
activating the activities of the territorial communities themselves in order to
ensure the solution of problems of a socio-economic nature, to determine real
opportunities for financial and economic support, distribution and use of income.

Key words: tax management, budgetary decentralization, local budget,

local taxes and fees, local governments.

Anomauia. Ilpoananizoéano Hanpamu nooamKo8020 MEHEOHCMEHMY
00’ €OHanUX  MepumopiairbHux  2pomMad Yy  KOHMeKCmi  0r0dCemHol
Oeyenmpanizayii. Buznauero, uo ocHo8ow GIiHAHCOB0-EKOHOMIYHO PO3BUHEHOT
ma coyiaibHo CmadilbHOI KpaiHu € camMOCmilHi ma @HIHAHCOBO HE3ANeHCHI
mepumopianbHi 2pomaou. Addce mibKu 6OHU MalOmMb YCi HeOOXIOHI pecypcu 04
CMBOPEHHS AKICHO20 Ma NOBHOYIHHO20 HAOAHHS KOMYHATbHUX NOCTY2 HACENEeHHIO
ma Oisnecy. AOmiHicmpysaHHs Micye8ux HNOOAMKIE 1 300pi6 € 8aMNCIUBUM
NUMAHHAM, sKe Nompebye GUPIUEHH HA 3AKOHOO0A8YOMY pDIGHI 3 Memoio
niosuueHHs QickanbHoi eghekmusnocmi 6100Hcemie mepumopiailbHUx 2pomao.

Ob6rpynmosano, wjo npiopumem y cmeopeHHi eqoeKmusHo2o no0amKko8020
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MEHEeONCMEeHMY MePUMOpPIAIbHUX 2poMad 6 YMOo8ax oOeyeHmpanizayii ma
3abe3neuenHs ix QiHAHCOB0I CMIUKOCMI Jledcums y NAOUWUHI 800CKOHANEHHS.
nOO0AmMKOB0I NONIMUKU 3 Memolo @opMysanHs cmabiibHoi 00XiOHOI 6Oa3u
Micyesux 010034cemia, po3MeAHCYyB8aH s NOBHOBANCEHb MIJIC YEHMPOM Ma pe2ioHis,
00TpYHmMY8amMU GUMPAMU MEPUMOPIATLHUX 2POMAO.

Bcmamnosnerno, wo 3aNpPoBaA0IHCEeHHs NOJLIMUKU O100x0cemuol
Ooeyenmpanizayii 3aK1an0 OCHO8Y OJisl NOCUNIeHHS (IHAHCOB0I CaAMOCMIUHOCHI
MepumopianbHux 2pomad ma niosuweHHs @QIHAHCOB0I CAMOOOCMAMHOCHI
01002/cemis Micyeso20 camos8ps0y8anHs HA NEPEUHHOMY PIGHL.

Oxapaxkmepu308ano, w0 OOCACHEHHS eQeKmuUsHOCmi NnooamKo8020
MEHEeOHCMEHNY MepPUmopianbHUx epomao 8 yMosax oeyenmpanizayii nompeoye
nepeaniaoy npobiem Ha 0epHCABHOMY DIBHI ULIAXOM BUPIGHIOBAHHS HEPIBHOCHI
010021CcemHOMY pe2y08anHI, CMabiNizayii puHK08020 cepedosuya, ni08UUeHH s
AKOCMI JHcUmms ma akmueizayii OisLIbHICMb CaMUX mepumopiailbHux 2pomao 3
Memoio 3abe3nedeHts GUPIeHHs npoobaIeM COYIaIbHO-eKOHOMIYH020 Xapakmepy,
BUSHAYEHHS PeaNbHUX MONCIUBOCMEN (DIHAHCOB0-eKOHOMIUH020 3a0e3nedeHnsl,
PO3N00INY Ma BUKOPUCIAHHS 00XO00I8.

Knrwouoei cnoea: nOOamKoBULL MeHeOHCMeHM, O1002cemna
Oeyenmpanizayis, micyesuti 0w0dcem, micyesi nooamku ma 300pu, opeaHu

MiCL;@GOZO CCZMOGp}ZayGCZHH}Z.

Formulation of the problem. The sustainable development of the country
depends on the level of filling of its budget through various payments, the largest
share of which is tax revenues. In the face of challenges, Russia's military
aggression against Ukraine, it becomes clear that the financial issues of local self-
government require significant clarification and adjustment. This is due, in
particular, to the fact that the revenue side of the budgets in territorial
communities has not been reviewed since the process of decentralization began.

Instead, the spending authority had an annual increase. Financial and economic
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decentralization is one of the most successful reforms that have been fairly
effectively implemented in Ukraine. Since budgetary decentralization is designed
to strengthen the viability of territorial communities and increase the level of
socio-economic development of regions, the legislation of Ukraine provides for
an increase in the income and powers of territorial communities united under this
reform.

Taking into account the current crisis situation in the country and with the
growth of the level of the shadow economy, the problem of filling the budget
becomes the most important. In the process of budgetary decentralization, it is
important to ensure a clear delineation of powers, responsibilities of authorities at
different levels and increase the volume of own revenues of the budgets of
territorial communities, and the main strategic task of implementing budgetary
decentralization should continue to be the economic development of
administrative-territorial units. But, at the same time, a significant number of
problems regarding the vision of the further development of the tax management
of territorial communities in the context of decentralization remain insufficiently
disclosed.

Analysis of recent research and publications. The study of the problems
of decentralization of the united territorial communities and issues of tax
management has become the subject of research in the works of many scientists,
in particular: Adamov D. V. [1], Vozniak H. M. [4], Melnyk O. 1. [6], Polzikova
H. V. [8], Storonianska I. Z. [14], Uliutin D. [16]. Nevertheless, this topic
continues to be relevant and requires further research from both theoretical and
practical points of view.

Formulation of the objectives of the article (statement of the problem).
The purpose of the article is to study the tax management of the united territorial
communities in conditions of decentralization

Presentation of the main material. The decentralization reform, launched

in Ukraine in 2015, involves the creation of united territorial communities (UTC),
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which are formed and developed in difficult economic, legal and organizational
conditions. This necessitates the involvement of scientists to identify and
generalize current problems and obstacles, develop proposals on ways and
methods for their effective solution, prevention and timely elimination.

The Law of Ukraine "On Local Self-Government in Ukraine" provides for
the existence of an alternative form of state taxation: self-taxation - a form of
attracting on a voluntary basis, by decision of a meeting of citizens at the place of
residence, the funds of the population of the corresponding territory to finance
one-time targeted social and domestic activities [13]. As G. Polzikova notes, the
purpose of the reform of local self-government s, first of all, to ensure its ability
to independently, at the expense of its own resources, solve issues of local
importance. We are talking about endowing territorial communities with more
resources and mobilizing their internal reserves [9]. It is worth noting that the
revenues of the general fund of local budgets are formed from tax revenues,
administrative services, etc. This fund is also filled by communal property
enterprises founded by the relevant councils. Separate fines and penalties for
violations committed on the territory of a particular administrative-territorial unit
fill local budgets - rural, settlement, city or the budgets of the united territorial
communities” [7].

General indicators of the budget of the territorial communities of Ukraine
are presented in Table 1.

The above financial indicators reflect the most significant areas of financial
and budgetary activities of communities and provide an opportunity to analyze
financial indicators, identify cause-and-effect relationships between the level of
development of social and industrial infrastructure, the entrepreneurial and

resource potential of the territory, demographic factors, etc. [7].
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Table 1

Indicators of the combined budget of territorial communities of Ukraine

Income

Articles

Units

Income (general and special fund)

245,62 billion hryvnias

Receipts (General Fund)

242,87 billion hryvnias

Local taxes and fees (general fund)

72,52 billion hryvnias

Land fee (general fund)

30,01 billion hryvnias

Profitability of community lands (general fund)

54,09 thousand hryvnias

Fiscal return of the territory (general fund)

431,81 thousand hryvnias

Area of communities (s)

554,74 thousand sq. km

Population of communities (s)

36,13 million people

Income per | inhabitant (general fund)

6,72 thousand hryvnias

Expenses
Expenditure (general fund) 307,29 billion hryvnias
Housing expenses (general fund) 39,55 billion hryvnias
Education Expenditures (general fund) 178,99 billion hryvnias
Cultural spending (general fund) 10,38 billion hryvnias
Sports expenses (general fund) 4,91 billion hryvnias
Capital expenditures (special fund) 61,87 billion hryvnias
Costs per resident (general fund) 8,51 thousand hryvnias

Transfers

Basic grant (general fund)

13,67 billion hryvnias

Reserve grant (general fund)

8,99 billion hryvnias

Official transfers (general fund)

112,23 billion hryvnias

Basic subsidy per 1 resident (general fund)

378,26 hryvnias

Reverse grant for | resident (general fund)

248,89 hryvnias

Transfers per 1 resident

3,11 thousand hryvnias

Source: [2]

It should be noted that the visualized indicators of the implementation of

the budgets of territorial communities in terms of income, expenditure and

transfers are a new tool for budget analytics at the local level.

In turn, in the context of decentralization, it is advisable to consider tax

management as a system for organizing tax relations, implementing certain steps

to ensure budgetary autonomy, financial independence of territorial communities

in order to redistribute financial resources, as well as provide stable sources of

formation of the revenue side of local budgets.

The priority in creating an effective tax management of territorial

communities in the context of decentralization and ensuring their financial
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sustainability lies in improving tax policy in order to form a stable revenue base
for local budgets, delineate powers between the center and regions, and justify the
level of expenditures of territorial communities. One of the directions of its
solution is the development of a system of control measures, which will be based
on the methods of tax control, allowing the tax authorities to control the level of
payment of taxes and fees by payers.

The formation of effective tax management by territorial communities can
significantly contribute to the improvement of management methods, increase the
profitability of production in the context of decentralization, strengthen
commercial settlements as the basis for a stable financial and economic condition
and stable operation of economic entities and the fulfillment of their obligations
[9, p. 50]. Figure 1 shows the structure of tax payments of territorial communities

in the context of decentralization.

B Land payment and tax on immovable property other than land
M Personal Income Tax

Single tax

Fig. 1. The structure of tax payments of united territorial communities in conditions of

decentralization

The main tasks that are supposed to be implemented within the framework
of the functioning of territorial communities in terms of their budgetary

decentralization:
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- revision and definition of the list of own and delegated powers;
- expansion of the financial base of local governments;

- transition to a system of targeted transfers aimed at compensating the
expenses of local governments as a result of their performance of delegated
functions;

- introduction of the maximum level of transparency in the use of budgetary
funds by local governments.

Providing the united territorial communities in the context of
decentralization with financial and economic resources occurs by including in the
budgets of these communities revenues in the form of mandatory national and
local tax payments, which form a significant share of the own revenues of the
budgets of the united territorial communities, while a small part is non-tax
revenues and proceeds from the implementation of transactions with capital, as
well as a significant share belongs to transfers [14].

The institutional subjects of the tax management of territorial communities
in the context of decentralization are local governments that establish local taxes
and fees [8, p. 237].

The importance of tax management is growing in the context of the
adoption of Ukrainian laws on amendments to the Budget and Tax Code of
Ukraine in terms of decentralization of finances, strengthening the material and
financial basis of territorial communities. Decisions of local governments on
issues of local taxes and fees, adopted in accordance with the rules established by
the Tax Code of Ukraine, are part of the tax legislation of Ukraine. Local taxes
include: property tax; single tax. Local fees include: vehicle parking fee; tourist
tax. Local councils must establish a single tax and a property tax (in terms of
transport tax and land fees) [10].

The decentralization of budgetary relations has led to an increase in the
interest of local governments in increasing the volume of revenues to the budgets

of the united territorial communities by searching for and implementing measures
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to identify reserves for their growth, as well as increasing the volume of revenues
to the budgets of the united territorial communities and the effectiveness of
administration in the context of national and local taxes and mandatory fees [4].
But the establishment of local taxes and fees that are not provided for by the Tax
Code is prohibited. The transfer of local taxes and fees to the relevant local
budgets is carried out in accordance with the Budget Code of Ukraine [11]. It
should be noted that for the Ministry of Finance, the priority in reforming the
public financial management system is budgetary decentralization and the
financial viability of territorial communities. Thus, in particular, the new Strategy
for Reforming the Public Financial Management System for 2022-2025, approved
by the Government at the end of 2021, already provides for a number of
comprehensive changes and new approaches, in particular:

— full implementation of medium-term budget planning and further
development of its program-target method at the local level,

— 1mproving the management of local debt and fiscal risks of local
budgets;

— clear delineation of powers between central authorities and local
governments;

— improvement of the budget equalization system,;

— increase in own financial resources of local governments (including
revision of approaches to the transfer of personal income tax);

— creation of an effective model of financial control over local budgets;

— definition of clear performance indicators of the State Regional
Development Fund [16].

The budgets of local communities are the basic system-forming element of
the state system and an instrument for the implementation of social policy. Based
on the resources of local governments, concentrated in local budgets, financial
and economic support is provided for about 70% of the costs of the social sphere

[6]. The budgets of the united territorial communities are essentially identical to
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local budgets.

Particular attention in terms of an effective solution requires the issue of
fair crediting of personal income tax to the budgets of communities, which after
the change in 2021. the administrative-territorial system has acquired particular
relevance. Today, in the structure of incomes of the general fund of local budgets,
personal income tax occupies more than 60% and is the main budget-forming tax
for local budgets, and therefore requires a balanced model of its distribution [16].

Significant changes in the use of funds of territorial communities occurred
as a result of Russia's military aggression against Ukraine. Thus, in order to
promptly and effectively make managerial decisions during the martial law
imposed by the Decree of the President of Ukraine dated February 24, 2022 No.
64 “On the introduction of martial law in Ukraine” [15], "Some Issues of the
Formation and Implementation of Local Budgets in the Period of Martial Law"
[12], it 1s determined that, at the suggestion of local financial authorities, the
decision to amend decisions on local budgets is made by the executive committees
of the respective local councils.

According to the norms of the Law of Ukraine "On Amendments to the
Laws of Ukraine "On Central Executive Bodies" [5] and "On the Legal Regime
of Martial Law" during the period of martial law, the head of the rural, settlement,
city head of the territorial community, on the territory of which hostilities are not
conducted and a decision has not been made on the formation of a military
administration of settlements, solely for the implementation of measures of the
legal regime of martial law, it can make a decision with the obligatory informing
of the head of the relevant regional military administration within 24 hours
regarding the introduction of changes to the local budget.

The implementation of the decentralized principle in tax management in
the context of the development of the single tax institution is associated with the
determination of the actual forms and degree of decentralization at each individual

stage of its implementation. In the absence of the current correction of the actual
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state of the implementation of the decentralization policy, a shift in the emphasis
on the implementation of the next stages of this process may occur. In this case,
there is a possibility of falling into the trap of a discrepancy between the tax base
of the territorial community and the public expenditures of the community. Due
to the lack of funds, the territorial community may become financially dependent
on the state budget, and in the presence of restrictions and procedures, it has every
chance to miss the favorable opportunities of the current state of the market for
financial and credit support for small businesses. The effectiveness of the
decentralized principle in tax management in the context of the development of
the single tax institution 1s also significantly influenced by the level of
qualification and independence of the central government, which has the political
will and resources to resist the opportunistic manifestations of the actions of the
authorities of the territorial communities. Having received relative freedom of
power of territorial communities through the establishment of a system of
incentives, benefits and punishments within the framework of the tax legislation
of the country, it is advisable to form a tax mechanism for the development of
small businesses based on the motivation of their rational fiscal behavior, which
within each territorial society will have a unique set of tools for practical
implementation [1, p. 36-37].

Summing up the above, it should be noted that the introduction of a policy
of budgetary decentralization laid the foundation for strengthening the financial
independence of territorial communities and increasing the financial self-
sufficiency of local government budgets at the primary level.

Conclusions. As a result, we note that the basis of a financially-
economically developed and socially stable country, characterized by a high level
of democracy, are independent and financially independent territorial
communities. After all, only they have all the necessary resources to create a high-
quality and full-fledged provision of public services to the population and

business. The administration of local taxes and fees is an important issue that
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needs to be addressed at the legislative level in order to increase the fiscal
efficiency of the budgets of territorial communities.

Achieving the effectiveness of the tax management of territorial
communities in the context of decentralization requires a review of problems at
the state level through equalizing inequality in budgetary regulation, stabilizing
the market environment, improving the quality of life and revitalizing the
activities of the territorial communities themselves in order to ensure the solution
of problems of a socio-economic nature, to determine real opportunities

financially - economic support, distribution and use of income.
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spromozhnist-teritorialnih-gromad-ye-prioritetnim-napryamom (mara

3BepHeHHs: 05.04.2023)
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