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Large taxpayers represent a special segment of national business with high financial and investment potential, activity of which not only directly, but also
indirectly affects formation of revenues to the State budget. The article is aimed at determining the specifics of functioning of the large tax payers in Ukraine
as well as main directions of their development. The study presents the criteria and characteristics of the largest taxpayers in Ukraine, their concentration in
the regional terms and background for the establishment of specialized State tax inspectorates for servicing them. The analytical component of the article also
includes information on the role of large taxpayers in filling the State budget of Ukraine and the structure of the taxes paid. According to the results of the
study, the author highlights the individual institutional obstacles to the development of large business in Ukraine; the author's definition of the concept «large

taxpayer» is proposed.
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Bamamattok O. C. Beauki nnamHuku nodamkie: npupoda eKoHoMiyHoi
disnbHOCMi ma nepcnekmueu po3sumky

Benuki naamHuKku nodamkie € 0cobaUBUM Ce2MeHMOM HAYiOHANbHO20 Bi3-
Hecy, HadineHuM BUCOKUM (DIHAHCOBUM Ma iHBECMUYITIHUM MOMeHYianom,
disnbHiCMb AK020 He uwe npamo, asne i onocepedK08aHO 8MAUBAE HA (hop-
My8aHHs 00x00i8 0epHasHOi CKapbHUYi. BusHayeHHA creyudpiku dyHKyio-
HYBAHHSA BEUKUX NAAMHUKI8 No0amkie 8 YKpaiHi ma 0CHOBHUX HAMPAMIg ix
pOo38UMKY i € Memoto cmammi. Y 0ocideHHI OKpecneHo 0CHOBHI Kpume-
pianeHi ma noxioHi 03HAKU 8eaUKUX NAAMHUKI8 nodamkie 8 YKpaiHi, ix Kow-
UeHmpauyito 8 pezioHanbHOMy po3pi3i ma nepedymosu CMBopPeHHs creyiasi-
3080HUX 0P2aHI8 3 iX M00IMK08020 00CAY208y8AHHA. AHANIMUYHA CKAAOO-
80 cmammi micmume Makox iHHopMayito w00 posi 8enUKUX MAAMHUKI8
nodamkie y HanosHeHHi [epxasHozo brodxemy YkpaiHu ma cmpykmypu
CMAGYEHUX HUMU MOOaMKig. 30 pe3yabmamamu nposedeH020 00CMIOHEHHS
(8MOPOM 8UCBIM/EHO OKPEMI 0peaHi3ayiliHi nepewkodu Ha wasxy o pos-
BUMKY 8e/1UKo20 bi3Hecy 8 YKpaiHi, @ MaKo# 30MponoHO8aHO a8MopCbKe
BU3HAYEHHA MOHAMMA «8enuKull NAaMHUK nodamkiey.

Knrouoei cnosa: senuxi nnamHuku nodameis, 6rodxem, 0oxodu, nodamku,
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he sudden changes in socio-economic system and
the discrepancy between national realities and insti-
tutional aspects of the market economy have caused
the necessity of the in-depth study of the economic rela-
tions, which developed between the government and busi-
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KpynHble HanozonnamenbuwuKu ABAA0MCA 0COBbIM Ce2MEHMOM HAUUOHAb-
HO20 6U3Heca, HadeneHHbIM 8bICOKUM (PUHAHCOBbIM U UHBECMUYUOHHBIM M0-
meHyuanom, 0esmenbHOCMb KOMOPO20 He MObKO MPAMO, HO U KOCBEHHO
anusem Ha (opmuposaHue 00xo008 20cydapcmeeHHoli KasHel. OnpedeneHue
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3HAKU KpynHeliwux Han020M1amesnbUUKo8 8 YKPAuHe, Ux KOHUeHmpayus 6
pe2uoHanbHOM pa3pe3e U pednocbIKu CO30aHUS CIeyUanU3upoBaHHbIX Op-
20HO8 110 UX HA/102080MY 0BCAYHUBAHUIO. AHAAUMUYECKAS COCMABNAWaAsA
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ness structures in Ukraine. In particular, the identification
of the essence of tax relations has gradually led to the ag-
gravation of the scientists’ interest in defining the role of en-
terprises in the formation of public revenues and addressing
the problem of the failure to carry out their tax debt. Thus,
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there emerged a need of determining the specifics of the op-
eration and the economic value of large taxpayers (LTPs) in
Ukraine, which mainly fill the State Budget.

Although the practice of tax servicing of the LTPs in
our country is relatively new, the quantity of studies, devot-
ed to the research of their tax administration and control, is
rapidly growing. The most outstanding scientific works in
this field were conducted by I. O. Horlenko, T. O. Skorom-
tsova, L. O. Soloviova, V. P. Hoy and T. V. Vasilkova. How-
ever, the significance of the LTPs for the Ukrainian economy
yet has not been sufficiently highlighted in the studies of na-
tive scientists and the problems of improving their tax com-
pliance are not being solved.

that in addition to high financial potential and non-

fulfillment risks of tax obligation, large taxpayers
are characterized by the social and economic significance,
which is reflected on the impact on the practical aspects of
basic economic laws of supply and demand, as well as on the
formation of tax and economic policy in general.

The Features and the Role of the Large Taxpayers
in the National Economy. It is well known that entrepre-
neurship has been a primary driving force behind employ-
ment creation, innovation, and economic growth. Innova-
tive entrepreneurial activities, according to economists, not
only generate income for successful firms and individuals,
but can also create positive spillovers to state and local
economies [2, p. 1]. Large enterprises and their associa-
tions remain key elements of the market economy, which
provide technological progress and economic growth of the
country and are dominant in the high-tech, infrastructural
branches and primary industries. Large-scale financing of
research activities, the availability of effective mechanisms
of exploitation of the human capital and real leadership at
regional, national and international markets are among the
advantages of large business.

LTPs actually provide the financial aspect of imple-
mentation of the social, economic, defensive and other
functions of the government. In addition, large enterprises
directly participate in international integration and business
globalization and represent Ukraine in the international
arena [13, p. 67].

Major characteristics of large business segment in-
clude (3, p. 11]:

+ concentration of revenue — a small number of large
taxpayers account for a disproportionately large
amount of revenue and have a critical role in the
administration of taxes;

+ complexity of the business and tax dealings — large
taxpayers are complex for a variety of reasons like
being multiple operating entities; having diverse
business interest and high volume of transactions
in day-to-day business activities; exploitation of
the large number of employees; dealing with com-
plicated issues (involving complex tax law and ac-
counting principles); having unique industry char-
acteristics (such as banking); being widely spread
in geographical terms; conducting polices and
strategies to minimize tax liabilities;

T he importance of solving this problem lies in the fact,
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+ retaining professional tax advisors to handle tax
planning and compliance affairs.

+ playingintermediaryrole — the main taxes collected
by the large taxpayers, as intermediaries, include:
personal or employee income tax withholdings
and social contributions; value added tax and
withholding tax on certain cross border payments.

Generally, large businesses are corporate companies,
which include multinational structures and some private
groups. In Ukraine, for example, corporations and limited
liability companies form the bulk of the major taxpayers
and there are no restrictions as to the ownership of these
companies [12]. At the same time, main features of the tax
payments, received from the LTPs, except providing a real
opportunity to target the use of public funds, include stabil-
ity and regularity. Hence, there is a direct correlation be-
tween the profitability of the LTPs and the execution of state
budget revenues, and therefore there is a need to establish
sustainable partnership between the government and large
taxpayers that involves activities aimed at economic devel-
opment, promotion of foreign investments, tax reduction
etc. [4, p. 209].

The Tax Code of Ukraine defines large taxpayer as a
“major taxpayer” — a legal entity the volume of income of
which from all activities during the last four consecutive tax
(fiscal) quarters exceeds five million hryvnias or whose total
amount paid to the State Budget of Ukraine as tax payments,
is over twelve million hryvnias [11]. Based on the informa-
tion from the Register of major taxpayers, their quantity
varied from 1497 to 2121 enterprises in Ukraine over the
past five years (Fig. I).

to comply with the requirements of The First State

Tax Service Modernization Project in Ukraine, in
the structure of the State Tax Service there were established
Specialized State Tax Inspections that service major taxpay-
ers (SSTIs). At the beginning of 2000, these organizations
operated in such cities as Odesa, Dnipropetrovsk, Donetsk,
Luhansk, Zaporizhzhya, Kharkiv and Kyiv. Later the Spe-
cialized State Tax Inspection in Kyiv was transformed into
the Central Office for Servicing Major Taxpayers. The tax
support of LTPs, which is performed by the SSTTs, is a set of
institutional arrangements that include all processes of daily
tax servicing and tax control of the activities of taxpayers,
aimed at creating conditions for best tax compliance.

In particular, the activity of the Specialized State Tax
Inspections is based on following principles:

+ applying individual approach to each major tax-
payer;

+ improving the quality of service and tax support;

+ establishing partner relations between the Tax In-
spection and the large taxpayer;

+ preventing the facts of tax evasion and avoidance;

+ providing compliance with tax laws by the large
taxpayers.

However, the leading role in the progressive tax ser-
vicing of the major taxpayers play personal characteristics of
employees of the SSTIs, their professionalism, competence
and moral precepts.

T o improve the tax support of the large taxpayers and
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Fig. 1. The total number of companies included in the Register of major taxpayers for the relevant year, units

Source: The Register of Major Taxpayers in 2014.

“Securing the remittance of tax by the largest en-
terprises is critical everywhere, but likely even more so in
lower income countries, given both the weakness of self-
assessment by individuals and, perhaps, a missing middle
in the distribution of firm size” considers Keen. The author
notices, that creation of the Large Taxpayer Offices (LTOs)
within revenue administrations to ensure proper control
of LTPs (which will generally include, for instance, banks,
large foreign investors, and resource companies) has been
the focus in developing countries over the last fifteen years
or so [5, p. 13]. At the same time, the functioning of Spe-
cialized Tax Inspections gives tax experts an opportunity of
better understanding the specifics of the companies that are
taxed. It makes possible to study the production process of
the LTPs, organize the necessary level of administration of
taxes and fees, to conduct a qualitative analysis of financial

and economic activities, to maintain high tax compliance
nowadays in Ukraine.

Companies that meet the criteria for “large taxpayers”
are included in the Register of major taxpayers, which is
formed annually and approved by the State Fiscal Service of
Ukraine. The selection of taxpayers for their inclusion in the
Register is based on the analysis of information of the total
amount of revenues from all activities of the taxpayer for
the second half of the previous year and the first half of this
year, as well as the amount of taxes paid to the State Budget
of Ukraine for the same tax period.

As seen on the Fig. 2, most Large Taxpayers orga-
nized their activity in such regions as Kyivska oblast, Do-
netska oblast and Dnipropetrovska oblast. The share of large
enterprises of Kyivska oblast in total amount of the Large
Taxpayers in Ukraine comprises about 46,53 %. Due to the

Kyivska oblast; 46,53 %

Kirovogradska oblast; 0,71 %
Luhanska oblast; 2,22 %

Odeska oblast; 4,48 %

Lvivska oblast; 4,43 %

Chernihivska oblast; 0,33 %
Vinnytska oblast; 0,9 %
Chernivetska oblast; 0,42 %
Khmelnytska oblast; 1,08 %

Zaporizka oblast; 2,26 %
Ivano-Frankivska oblast; 1,37 %

Zakarpatska oblast; 0,94 %
Zhytomirska oblast; 1,04%

Donetska oblast; 8,82 %

Dnipropetrovska oblast; 8,16 %

The Autonomous Republic of Crimea; 2,55 %
Volynska oblast; 2,12 %

Khersonska oblast; 0,57 %

Fig. 2. The Structure of the Large Taxpayers by the Regions of Ukraine (2014)

Source: The Register of Major Taxpayers in 2014.
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fact, that the political and economic life of the country is
mostly concentrated in the capital city, the process of estab-
lishment of the major business structures in Kyiv is seen as
natural. Among others, there are main offices of such world-
renowned companies in Kyiv as “Louis Vuitton’, “Procter
and Gamble’, “Johnson and Johnson’, “Coca-Cola Beverages
Ukraine Ltd.; “Toyota” etc. All of the above explains why al-
most 60 % of taxes paid by large companies have been mo-

bilized in Kyiv (Fig. 3).

Simferopol; 0,04%

Kyiv; 59,05%

Fig. 3. The Proportion Of the Total Tax Payments Accumulated

by the Specialized State Tax Inspections in 2013*

Source: The information of the Central Office for Servicing Major Taxpayers.
*Though the SSTI in Mykolaiv and Simferopol were liquidated in 2012, some reve-

nues are being recorded in consolidated statements nowadays.

It is also reasonable to add, that almost 30 % of 796
major taxpayers (in 2014), which are serviced in the Cen-
tral Office for Servicing Major Taxpayers are represented by
the processing industry enterprises, 25 % comprise whole-
sale and retail trade companies and nearly 10 % — insurance
and financial companies. As previously mentioned, major
taxpayers are characterized by the high level of financial
potential, especially in the range of State Budget revenues.
To confirm this statement we calculated the proportion of
corporate profit tax paid by the large business to the total
corporate tax revenues of the State Budget [9; 10] in 2012
and 2013 and the results spoke for them-

Dnipropetrovsk; 9,68%

Donetsk; 8,55%

Zaporizhzhya; 2,95%
Luhansk; 2,56%
Lviv; 2,63%
Mykolaiv; 0,26%

Odesa; 3,68%

Kharkiv; 10,62%

which is generally caused by the recession of national econ-
omy and the political crisis.

At the same time the ratio of value-added tax (VAT)
to the total tax payments to the State Budget of the large
taxpayers grew gradually in last three years and counted up
to 40,12 % (taking into account that VAT payments are regu-
lar so as everyone has an objective need for consumption).
The VAT payments comprise the largest share in the tax rev-
enues of State Budget levied from the major taxpayers.

asing on the analyzed information, we sug-
gest that major taxpayers are a kind of a
business segment that should be encouraged
by government. Though the economic methods
of business regulation are common for developed
countries, the administrative and organizational
methods of regulation dominated in Ukrainian
economy over a relatively long period of history,
what is an objective reason for the existence of
bureaucratic processes in Ukraine. Therefore to
achieve a positive result in state regulation of enter-
prises in Ukraine, the implementation of tax incen-
tives should be combined with the realization of the
principles of legal protection of entrepreneurship.
In particular, acquiring the status of the ma-
jor taxpayer may be a result of the associations of
enterprises and establishment of integrated struc-
tures. Since the main trend of the global economy is
accelerating the pace of globalization, due to inter-
national migration of the capital and deepening the specializa-
tion of countries all over the world, the central subject of the
transformation of the world economic growth have become
transnational companies (TNCs) [8]. However it is well known,
that there are several obstacles to the formation of transna-
tional structures in Ukraine such as instability of the economic
and political situation in the country, legislative framework of
status and activities of transnational corporations, the lack of
relevant scientific and technical innovation base, high rate of
shadowing of the economy, tax burden etc. [7, p. 1386].

selves: the ratio represented 53,06 % and %
57,77 % respectively. To provide a com- | 100,00
plete picture of the importance of large 90,00 =
taxpayers for the national economy we 80,00 <+ & g
should only note, that the total amount 70,00 = = =
of legal entities, which were registered as 60.00 -
taxpayers in the tax authority bodies in ' R 3 O Excise Tax
2013 in Ukraine, was 584340 [1]. Thus it 50,00 « A B Value-Added Tax
means that only a 0,23 percent of taxpay- | 40,00 & Corpirate profit tax
ers (represented by the major taxpayers) 30,00
provides more, than a half of corporate 20,00 < ® 9
tax payments. 10,00 - = =
However, the corporate profit tax
, . . 0,00 I [ ' Year
is not a major factor in the growth of
large business tax payments. As we can 2011 2012 2013

see from the Fig. 4, the corporate profit
tax makes up only about 31 — 35% pay-
ments of the large companies and shows
a negative trend towards decreasing,
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Fig. 4. The Percentage of the Main Taxes Paid by the Large Taxpayers in the Total

Amount of Tax Payments

Source: The Information of the Central Office for Servicing Major Taxpayers.

255

9

OIHAHCI, TPOLLOBWIW OBIT | KPEONT

EKOHOMIKA


http://www.business-inform.net

9

®IHAHCI, TPOLLOBWIA OBIT | KPEQWNT

EKOHOMIKA

Besides this, the aim of international companies and
businesses active in the Ukraine is to guarantee a sustain-
able and profitable presence in the market without being
confronted with recurring administrative, bureaucratic or
criminal challenges. Of course, a corrupt system can only
survive and sustain itself if the demands expressed through
public authorities are met by private representatives. Never-
theless, international companies have come up with a set of
strategic options which help them minimize the potentially
costly and harmful corrupt demands of the institutional en-
vironment [6, p. 14].

CONCLUSIONS

Having considered the traditional criteria for iden-
tifying large taxpayers, national characteristics of their
functioning in Ukraine and basing on definitions set out in
Ukrainian tax legislation, we believe that a large taxpayer is a
legal entity of any organizational-legal form and ownership,
which is represented by a business structure or associa-
tion, that according to the results of financial and economic
activity and volume of paid to the state budget obligatory
payments is classified as priority taxpayers liability for tax
administration of which is assigned to specialized revenue
collection units.

We must realize, that the establishment of large busi-
ness in Ukraine was the result of strong redistributive pro-
cesses in which a socialist public ownership has become a
classic private and public property and there are still contro-
versies as how to implement the potential of these enterpris-
es for the best. The functioning of major taxpayers in Ukrai-
nian economy has become increasingly important because,
first, the scope of their activities is not limited to the borders
of one country, and secondly, the role of these enterprises is
much wider than traditionally recognized such as formation
of public funds. For this reason, it is important to continue
the research of the impact of tax regulation on the activity
of large taxpayers, the results of which will be discussed in
following articles. u
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price formation at the micro level of the interbank credit market. According
to the article's objective the relationship between the number of factors and
dynamics of the average weighted interest rate on overnight credits of the
micro level of the interbank credit market of Ukraine in national currency was
analyzed and the major factors were allocated (cost variation of the interbank
credits on the foreign markets, volume of monetary liquidity, risks and market
conjuncture). On this basis a model of evaluation of the factors' influence on
the dynamics of interest rate on overnight interbank credits in the national
currency (the main tool of the micro level of the interbank credit market)
on a monthly basis was elaborated. Its implementation made it possible to
quantify the weight of each factor in a separate period of development of the
interbank credit market of Ukraine on the market's price formation.
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