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CORPORATE INCOME TAX GAP ESTIMATION IN THE CONTEXT OF
DEVELOPMENT OF FISCAL SPACE

The article is devoted to the analysis of the corporate income tax
gap as one of the indicators that characterizes the tax revenues that a
country can accumulate accounting for its economic potential. The author
summarizes the main theoretical views on the causes of the tax gap and
investigates existing methodological approaches to assess the tax gap on
corporate income tax in OECD countries.

The article estimates the income tax gap under the OECD Revenue
Administration - Gap Analysis Program, which is based on determining
potential tax revenues by adjusting the aggregate indicators of the
system of national accounts (gross output, mixed income), which,
according to the analysis, averaged at 1.4% GDP in the period 2017-
2019, which shows a potential for the development of the fiscal space of
Ukraine. Upon analysis of the distribution of the tax gap between
institutional sectors of the economy, the largest gap in corporate income
tax was found in the sector of foreign corporations whose potential tax
revenues were estimated as tripled relative to the declared tax revenues
accrued in the Consolidated Budget of Ukraine in 2018.

The author conducted a comprehensive analysis of the
effectiveness of corporate income tax in Ukraine on the basis of tax
efforts and budget efficiency ratios, which revealed significant
weaknesses in comparison with similar indicators in other countries.

The main measures aimed at eliminating tax gaps in OECD
countries are summed up and recommendations are made for Ukraine.

Keywords: tax gap, corporate income tax, fiscal space, tax effort,
budget efficiency

Traditionally, tax gap is considered as an indicator of the effectiveness of tax
system in the presence of tax evasion, through which researchers seek to estimate the
size of shadow economy [1]. Such a tax gap resulting from abuses and deliberate
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infringement of tax laws by taxpayers (such as concealment of income or illegal use of
tax benefits) is known in the scientific literature as compliance gap.

The reasons for such a tax gap, according to EU experts, may also be
shortcomings in the tax law, including overcomplicated and ambiguous interpretation
of tax law, which is not conductive to tax awareness of taxpayers and leads to
unintentional violations of the above mentioned rules, and, moreover, to the insolvency
of tax paying entities (individuals or companies), resulting in tax arrears [2, p. 11].

At the same time, IMF experts point out various legal reasons for the shortfall in
profit tax (the so-called policy gap), in particular, including the availability of
loopholes for “legal” tax evasion (e.g., via the use of benefits, deferrals, etc.) [3, p. 2].
Actually such uncollected tax revenue may become a source of accumulation of
additional income to expand the fiscal space.

The tax gap is measured by comparing the amount of actual tax revenue with the
potential one, or like it is also called, the theoretical total tax liability. From this
standpoint, tax gap is the difference between potential tax revenues (i.e. those that can be
collected) and actually collected ones in a particular jurisdiction during a certain period
[2, p. 11]. The potential amount of tax revenues, according to the definition by EU
experts, is the amount of tax revenues that can be accumulated in the budget in the
absence of tax violations, tax evasion, tax arrears or other losses [2, p. 20]. According to
World Bank experts, this amount characterizes the tax revenues that a country can
accumulate taking into account its economic potential [4, p. 13, 20-21].

In international practice, two methods are used to define the potential amount of
profit tax revenue in order to estimate the tax gap:

1) bottom-up approach, also known as the direct method or estimation of the tax
gap at the micro level,

2) top-down approach, also known as the indirect method or estimation of the
tax gap at the macro level.

The measurement of the profit tax gap by the bottom-up method is performed,
for example, in Australia, the United States and the United Kingdom. For the
estimation, sample data from the operational audit of taxpayers are used, which
analysts then extrapolate to a larger taxpayer population. Given this, the main
disadvantage of this approach is that it does not reflect the total tax gap, but gives an
idea of its distribution only at the micro level, in particular in terms of individual taxes
or taxpayer categories [5].

In order to estimate the tax gap for direct taxes based on the results of audit, non-
detection multipliers are used, which are applied to the results of audit to take into
account tax violations that are not identified or audited. It is worth noting that in the UK
they for a long time used multipliers, calculated by the US Treasury Department for the
US economy. Only in 2019, at the initiative of the IMF, a decision was made to develop
non-detection multipliers specially for the UK.
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On the results of tax audit, the total tax gap on profit tax in the UK in 2018-
2019, according to analysts at the Ministry of Finance of this country, amounted to 4.4
billion pounds, which corresponds to 7% of the potential amount of profit tax revenue
that could have been collected to the budget. It is worth noting that most of the
shortfall was created by small businesses (2.8 billion pounds, or 14.4%), which is more
than threefold the tax gap on corporate profit tax in medium-size and large businesses.

The measurement of the tax gap by the top-down method is based on aggregate
data, whose source include public finance statistics and the system of national
accounts, as well as statistical reports and surveys conducted at the national level. This
approach fails to provide detailed information on the tax gap at the level of companies
or individual taxpayers, but it can be used to compare the tax gap between different
economic activities and institutional sectors.

Thus, the basis for calculating the potential amount of profit tax revenues is the
data of the system of national accounts on “gross profit, mixed income”. However,
given that “gross profit, mixed income” is not equivalent to the calculation base of
profit tax, in order to raise the reliability of calculations of the potential amount of
income tax revenues, IMF expert U. Ueda developed a methodological approach to
estimating the tax gap called Revenue Administration - Gap Analysis Program (RA-
GAP) [6] and based on the adjusted indicator of “gross profit, mixed income”, which
takes into account the balance of the company’s other income from operation and
ownership of assets, change in working capital and fixed capital as a result of their
physical and moral deterioration during reporting period, and also includes additional
accruals and deductions from taxable income, including losses carried to other periods
that are not reflected in the SNA. Defining the potential base of profit tax takes place in
three stages.

At the first stage, the indicator of “gross profit, mixed income” is adjusted by the
amount of income from capital, capital transfers, and other current transfers received
and paid by companies, and considers the difference between the value of working
capital at the beginning and end of reporting period and consumption of fixed capital
as reflected in SNA. U. Ueda called the resulting indicator (D) “financial accounting
profits”.

At the second stage, the amount of financial income (D,) is added by expenses for
which a refusal to deduct from taxable income was received, and other incomes included
in taxable income, and is reduced by the amounts of taxable income that are not subject
to taxation (tax benefits and dividends received), reflected in the profit tax declaration.
U. Ueda called the resulting indicator (D,) net tax base.

At the last stage, the net tax base (D,) is added by all losses incurred by
companies in the current year and deducts losses carried forward. The result obtained,
according to U. Ueda, is the potential base of profit tax (D3). The share of the potential
profit tax base, defined using the nominal profit tax rate, is the potential amount of
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profit tax revenue. Based on the comparison of potential tax liabilities with actual ones,
one can conclude about the level of tax gap.

The RA-GAP method, developed in 2018, is relatively new compared to the
international practice of estimating the tax gap based on tax audit, and therefore has not
yet gained sufficient practical application. We were able to obtain the results of an
estimation of profit tax gap in Italy and Costa Rica. Thus, the level of profit tax gap in
Italy, as obtained using the RA-GAP method by experts of the Italian Tax Service, in
2013-2017 averaged 9613 million euros, which corresponds to 27.5% of the potential
profit tax base, or 0.58% of this country’s GDP (Table 1).

Table 1
Corporate income tax gap in Italy according to the RA-GAP method in 2012-2017
Indicator 2012 2013 2014 | 2015 2016 | 2017
Million euros 10705 10383 | 9943 | 8128 8729 | 9792
% of potential profit tax base 30.4 30.3 28.5 22.1 23.6 27.9
% of GDP 0.7 0.6 0.6 0.5 0.5 0.6

Source: compiled by author according to Italian Tax Service [7].

It should be noted that the profit tax gap in Costa Rica estimated by IMF experts
using the RA-GAP method, was (as % of GDP) much higher than in Italy: in 2012-
2015 it ranged from 4.5 to 4.8% of this country’s GDP [8, p. 47].

For a deeper analysis of the causes of the tax gap and on finding more effective
ways to eliminate it, the analysis of tax gap should not be limited to just measuring it,
but should also include estimation of other indicators of profit tax, in particular -
indicators of its effectiveness.

Traditionally, one of the main indicators of the efficiency of a tax system is the
tax ratio, which is defined as the share of tax revenue in relation to GDP. It
characterizes, on the one hand, the government’s ability to collect taxes provided by
law, and on the other - the willingness of taxpayers to bear the established tax burden.
The higher is the level of taxation, the better is the government’s ability to collect
legally established taxes or the higher is the tax burden, or both.

However, this indicator fails to give an idea of how fully the government uses its
taxation potential. An indicator that helps define how fully the government uses its
potential tax base is tax effort, which is defined as the ratio of the share of actual profit
tax revenues (relative to GDP) and the share of potential revenues of this tax (relative
to GDP). The degree of use of a country’s taxation potential is considered high if tax
effort exceeds 1; medium - if it is equal to 1, and low - if it is less than 1.

As a rule, developed countries show, on average, higher taxation levels than
developing countries. It is well known that, among many factors, the relatively low
level of taxation in developing countries may be related to large-scale tax evasion. To
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take this into account, the World Bank experts suggested estimating the tax effort in
developing countries on the basis of the ratio of actual tax revenues (as % of GDP
adjusted for shadow economy) to the level of potential tax revenues (as % of GDP,
adjusted for shadow economy). Adjustment of GDP for shadow economy in the
methodological approach developed by the World Bank experts is carried out using a
coefficient of 0.33 [2, p. 20]:

Adjusted GDP gpagows = Actual GDP + 0.33 * Actual GDP

Tax effort relative :ACtuaI TR % GDP shadows / POtentiaI TR % of GDP shadows

If the ratio of actual tax revenues (as % of shadow adjusted GDP) to potential
tax revenues (as % of shadow adjusted GDP) in the country is less than 0.85, then,
according to World Bank experts, such a tax effort is considered low.

The country's tax effort is classified as average, if 0.85 < TE ghagows < 0.95.
The country's tax effort is classified as high if TE gagows > 0.95.

Analysis of 61 countries conducted by World Bank experts in 2000-2010
revealed that at that time the governments of many countries of the former Soviet
Union (Azerbaijan, Armenia, Georgia, Moldova), and of Latin America (Argentina,
Chile, Mexico, Peru, Uruguay), as well as Thailand, Slovakia, Ireland, and Portugal
underutilized their taxation potentials.

Besides, among these countries, Azerbaijan, Armenia, Georgia, Argentina,
Chile, Mexico, Peru, Thailand and Uruguay also had low levels of tax revenues,
calculated as a percentage of GDP adjusted for shadow economy. Compared with the
median level of 30%, their values deviated by more than 2 of standard deviation.
Given the low rate of tax effort, this means that these countries have opportunities for
the accumulation of additional tax revenues - both via strengthening tax control and by
raising the level of taxation (Table 2).

The countries with average degree of the use of tax potential in 2000-2010,
included many EU member states, in particular, Belgium, Germany, Hungary, the
Netherlands, Greece, Latvia, and Estonia (Table 1). At the same time, Greece, Latvia
and Estonia were characterized by average levels of taxation, which indicates that they
had room to accumulate additional tax revenues, in contrast to Belgium, Germany,
Hungary and the Netherlands, where taxation level was already quite high by
international standards.

The highest levels of tax effort (TE gadows > 0.95) were observed in Belarus,
Bosnia and Herzegovina, Montenegro and Serbia, as well as in Austria, Denmark,
Finland and France. It should be noted that these countries were also characterized by
high tax revenues. This fact shows that in these countries taxpayers are taxed according
to the full program and their tax administrations are currently functioning to the best of
their abilities. Thus, the accumulation of additional tax revenues in these countries
requires expanding their tax bases via attracting investment and encouraging economic
activity in the formal sector.
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Three countries with low tax revenues in the sample - Tajikistan, El Salvador
and Indonesia - have high tax effort. These countries have a large shadow economy:
according to World Bank estimates, about 40% of GDP. However, a significant
increase in tax revenues can be achieved via policy measures to encourage de-
shadowing and via more efficient tax administration [2, p. 20-21].

Table 2
Tax effort and the level of tax revenues, 2000-2010
Tax effort
Low Average High
Low Azerbaijan, Armenia, Kazakhstan, Indonesia,
Georgia, Argentina, Turkey, Tajikistan, El
Chile, Mexico, Peru, Malaysia Salvador
Thailand, Uruguay
§ Average | Moldova, Slovakia, Greece, Latvia, Brazil, Canada,
S Ireland, Portugal Estonia, Russia, | South Africa,
> Romania, Japan | Ukraine,
% Switzerland
F | High Belgium, Austria, Belarus,
Germany, Bosnia and
Hungary, the Herzegovina,
Netherlands Denmark, Serbia,
Montenegro,
Finland, France

Source: compiled by author according to World Bank data [2].

The potential base of profit tax can also be used to analyze the budget efficiency
of corporate income tax. According to the IMF experts' methodology, budget
efficiency ratio of corporate income tax (CIT efficiency ratio) is calculated as the ratio
of actual profit tax revenues (AC) to “gross income, mixed income” indicator (GOS)
multiplied by the standard profit tax rate (t):

AC
ERcr=T * GOS

The lower is the CIT efficiency ratio, the less productive the profit tax is in
terms of revenue accumulation in relation to the potential level.

According to the calculation of the efficiency of profit tax based on “gross
income, mixed income”, conducted by IMF experts in 93 countries in the period from

Ac

2008 to 2012, the actual imputed tax base T in most countries was significantly less
than the potential tax base, as defined by “gross profit, mixed income”. As a result, the
CIT efficiency ratio was less than 1 and averaged 0.43, ranging from 0.07 (China in
1995) to 3.38 (Cyprus in 2008) [9, p. 61-62].
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Given that the potential income tax base (D3) exceeds the “gross profit, mixed
income” (due to the inclusion of property income, capital gains, etc.), it is obvious that
the CIT efficiency ratio calculated based on the potential profit tax base (D3), will be
even lower than the IMF results.

Estimation of the tax gap on the corporate income tax in Ukraine
Corporate profit tax is the third largest source of tax revenues in Ukraine. In
2019, it accumulated UAH 117.3 billion in Ukraine’s Consolidated Budget, which
provides about 11% of total budget revenues from taxation. Analysis of the tax gap on
corporate profit tax will help develop an adequate strategy for the mobilization of
additional tax revenues in Ukraine, which is especially relevant under modern
conditions.
Methodical approach to the estimation of the tax gap on corporate profit tax
in Ukraine
As a basis for estimating the profit tax gap by the top-down method, we took the
methodological approach Revenue Administration - Gap Analysis Program (RA-
GAP), developed by U. Ueda [6]. Note that due to the lack of data, our analysis is
limited to the calculation of imputed financial income (D1). The application of the base
rate of profit tax (18%) to imputed financial income allows determining the amount of
potential revenues of profit tax. Comparing them with actual profit tax revenues, we
obtain the tax gap.
The actual income tax includes its revenues to Ukraine’s Consolidated Budget less
the items of the repayment of tax debt and the restructured arrears of corporate profit tax.
Table 3
Algorithm for calculating imputed financial profit

Code Operations and balancing items
B.2g Gross profit, mixed income +
D.4r Received property income (interest, dividends, rent) +
Income (taxable) received from other countries +
D.7 Other current transfers received +
D.9r Capital transfers received +
P.52 Change in inventories of working capital +
D.4p Paid property income (interest, rent) -
P.51c Consumption of fixed capital (depreciation) -
D.7p Other paid current transfers -
D.9p Capital transfers paid -
Other costs not related to intermediate consumption -
D1 Imputed financial profit =
Source: compiled by author.

As to the imputed financial income, it was specially developed by U. Ueda for
these purposes and, as already noted, is calculated on the basis of indicators of the
system of national accounts. Based on the adaptation of U. Ueda's methodological
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approach to Ukraine’s SNA, we systematized a list of indicators to be included in the
calculation of companies’ imputed profit in Ukraine (see Table 3).

Total imputed financial profit is the balance of indicators covering four
institutional sectors of the economy, namely non-financial corporations (S11), financial
corporations (S12) (excluding the National Bank of Ukraine and funds not paying
profit tax), households (S14) (excluding employees) and rest of the world (S2).

It should be noted that this approach also allows estimating the tax gap on profit
tax separately for the financial and non-financial institutional sectors, which are the
main payers of this tax. Using the Methodological provisions on the organization of
national statistical survey on "Annual National Accounts” regarding the "Distribution
of current taxes on income, property by institutional sectors of the economy" [10, p.
60-61], we identified the profit tax items that are collected separately from non-
financial and financial corporations (Table 4).

Table 4
Distribution of corporate income tax by institutional
sectors: non-financial and financial corporations

Non-financial corporations Financial corporations
Profit tax on enterprises and financial Profit tax on enterprises and financial
institutions of communal property institutions of communal property
Profit tax on enterprises established with Profit tax on banking organizations, including
the participation of foreign investors Ukraine based branches of foreign based

banking organizations

Profit tax from casinos, video stores, slot Profit tax on insurance companies, including

machines, concert and entertainment Ukraine based branches of foreign based
events insurance companies

Profit tax on state-owned enterprises and | Profit tax on financial institutions, including
organizations Ukraine based branches of foreign based

companies, except for insurance companies

Profit tax on organizations and enterprises
of consumer cooperatives, cooperatives
and public associations

Profit tax on private enterprises

Other profit tax payers

Source: compiled by author.

As shown in Table. 4, the profit tax of enterprises and financial institutions of
communal property falls into both categories due to the practical impossibility of its
delimitation and will be equally distributed between the two sectors. Another item of
profit tax, namely the profit tax of foreign legal entities, is not included in the above
table, as it belongs to another institutional sector — “Rest of the world” (S2).
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According to our calculations carried out in 2017-2019, the average tax gap on
profit tax in this period amounted to 49.9 million UAH, gradually decreasing from
80,123 million UAH in 2017 to 18,464.25 million UAH in 2018. (Table 5).

Defining the tax gap on corporate income tax in UKraine in 2017—201S;I:able °
UAH million

Indicator 2017 2018 2019
Imputed financial profit p-1 820633.00 853972.00 734044.00
Actual tax revenues p-2 70402.01 106143.48 117316.77
Potential tax revenues P.3=p.1*18% | 147713.94 | 153714.96 | 132127.92
Tax gap P4=p3-p.2 77311.93 47571.48 14811.15
Implicit profit tax rate, % P.5=p.2/p.l 8.6% 12.4% 16.0%

Source: author’s calculations.

As shown in Table 5, with the reduction of the tax gap, the implicit profit tax rate,
calculated as the share of actual tax revenues in imputed financial profit, gradually
increased. Thus, in 2017 it was 8.6%, which is almost by 10 percentage points less than
the nominal rate of this tax, and two years later - in 2018 - it almost doubled - to 16%.

Experts M. Galuchi, R.V. Panzini and S. Pisani explain the excess of the
nominal profit tax rate over the implicit tax rate, calculated as the ratio of actual profit
tax revenues to imputed financial profit, by the fact that imputed financial profit is
greater than the real tax base [7].

It should also be noted that in conditions when during the analytical period the
unified nominal profit tax rate remains unchanged, annual fluctuations in the implicit
tax rate (the ratio of profit tax revenues to “gross profit, mixed income”) result from
changes in the structure of imputed financial profit (D1).

Thus, according to our calculations, the amount of revenues from corporate profit
tax in Ukraine in 2019 compared to 2017 increased by 67%. However, the increase in
“gross profit, mixed income” was only 23%, and imputed financial income (D1) - on the
contrary - decreased by 11%. The most significant decrease took place in the sector of
non-financial corporations, whose imputed financial profit in 2019 compared to 2017
decreased in nominal terms by UAH 194.5 billion, which is more than 64%. This was
primarily due to a decrease in the value of inventories by the end of 2019 compared to
the year’s beginning. As a result, the so-called "holding loss" incurred by Ukraine’ non-
financial corporations amounted to about UAH 111.6 billion.

Second, imputed financial profit (D1) decreased due to significant amounts of
current transfers paid by financial and non-financial corporations, which include, in
particular, insurance payments. Thus, in 2019, the amount of current transfers paid by
non-financial corporations exceeded the corresponding figure for 2017 by UAH 13
billion, while the similar excess by financial corporations was over UAH 29 billion.
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However, it should be noted that in percentage terms, the largest profit tax gap
was registered in the sector of foreign corporations. According to our calculations, the
potential tax revenues of “rest of the world” sector in 2017 were 2.7 times higher than
the actual profit tax revenues of the foreign legal entities, and in 2018 this gap was
more than 3.5 times. If the implicit profit tax rate of the financial and non-financial
sectors in 2018 averaged 13.5%, for the foreign corporations it was at 5.1%. However,
in 2019 - as a result of a significant reduction in imputed financial profit - the gap
between potential and actual tax revenues of foreign corporations considerably
narrowed. The implicit tax rate on their profits grew to 15.4% and almost equaled the
corresponding figure for other companies in Ukraine.

Our analysis of the corporate profit tax gap in Ukraine is not limited to identifying
the difference between potential and actual tax revenues, but also includes an assessment
of the efficiency of this tax. However, based on the methodological approach of RA-
GAP, we replaced the indicator of “gross income, mixed income” (GOS) with the
indicator of potential profit tax base (D1) - in order to raise the reliability of its results. At
the same time, to ensure the comparability of international comparisons, we also defined
the coefficient of budget efficiency of the profit tax based on the indicator of “gross
profit, mixed income" (GOS) (Table 6).

Table 6
Budget efficiency ratio of corporate income tax in Ukraine in 2017-2019
Indicator 2017 2018 2019
Based on “gross profit, mixed income” 0.35 0.46 0.47
Based on “imputed financial profit” 0.48 0.69 0.89

Source: author’s calculations.

As our calculation shows, the coefficient of budget efficiency of profit tax
(based on the indicator of "gross profit, mixed income") in Ukraine in 2017-2019 did
not exceed 1: it ranged from 0.35 to 0.47, which indicates an excess of the potential
base of profit tax over the actual one. It should be noted that this level (on average it
was 0.42) is typical of most Eastern European and Central Asian countries, but is
significantly lower than the level of economically developed European countries,
where, according to IMF experts, it usually exceeds 1, and in some countries, in
particular, in Cyprus, it exceeds 3 [3, p. 62].

The insufficient level of income accumulation relative to the potential level in
Ukraine is also evidenced by the ratio of the share of actual revenues from profit tax
(relative to GDP) and the share of potential revenues from this tax (relative to GDP),
which in 2017-2019 averaged 0.42 (based on “gross profit, mixed income™) and 0.69
(based on “imputed financial profit”). It is generally believed that if this indicator,
known as the coefficient of tax effort, is less than 1, the degree of use of taxation
potential in the country is low.
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Ways to minimize the tax gap: international experience and
conclusions for Ukraine

Thus, as our analysis shows, the level of the tax gap on profit tax in Ukraine is
significant (over UAH 46,564 million on average in 2017-2019, which is 1.4% of
GDP). On the one hand, the larger the tax gap, the greater the potential for the
accumulation of additional tax revenues, which is an important prerequisite for
expanding the country’s fiscal space. However, the tax gap also indicates an uneven
distribution of the tax burden between the taxpayers receiving income from transparent
sources and those engaged in shadow activities. As a result, the principle of tax justice
is violated, which negatively affects the tax integrity of taxpayers and overall
confidence in the existing tax system. Therefore, the existence of a tax gap requires
immediate measures to minimize it.

The experience of other countries shows that the main measures to minimize the
tax gap on corporate profit tax are mainly aimed at improving tax awareness. For
example, in Canada, small and medium-size businesses are provided with free
information and reporting assistance. Also, for companies that voluntarily report non-
payment of taxes, the Program of voluntary recognition of violations is introduced,
according to which they must repay their tax arrears plus interest, but become exempt
from fines and criminal responsibility. In addition, a special unit is created to combat
shadow economy in high-cash industries such as construction, real estate and retailing
[11].

As to international corporations with high risk of non-compliance with tax
legislation, the work to minimize their tax gap is performed within the activities of the
OECD's Joint International Taskforce on Shared Intelligence and Collaboration, which
includes 40 tax administrations. The OECD has developed a Single Reporting Standard
as a new international standard for automatic exchange of information on financial
accounts between tax administrations, which includes data on non-residents' financial
accounts, such as taxpayer's name, address, account number and account balance. In
June 2017, Canada signed the OECD's Multilateral Convention to Implement Tax
Treaty Related Measures to Prevent BEPS in order to counteract tax base erosion and
exclusion of profits from taxation. This agreement allows partner countries to
exchange financial information about multinational corporations. For example,
Canadian financial institutions, such as banks and credit unions, are required to report
international electronic money transfers of more than 10,000 USD [11].

Besides, in 2014, Canada launched the Offshore Tax Informant Program, under
which individuals who provide reliable information about violations of international
tax rules receive financial rewards in the amount of a percentage of federal tax. Thanks
to informants, during 2014-2018, 29 million Canadian dollars’ worth of federal taxes
and fines was additionally accumulated to Canada’s budget [11].

Despite the overall reduction of expenditures on the Internal Revenue Service of
the US in recent years, its staff has increased by 31.5% - they are engaged in outreach
and assistance in filing tax returns, which reflects the efforts to minimize cases of
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unintentional tax violations caused, in particular, by the ignorance of tax legislation
[12].

Besides, many years of experience in US tax audits have shown that a
significantly smaller tax gap is traditionally registered on incomes from which taxes are
withheld to the sources of origin (such as wages, and interest on deposits). Thus, in 2010-
2013, on the tax liabilities related to these incomes, the US federal budget was only short
of 9 billion USD, while the amount of arrears identified as a result of tax audits of other
incomes (such as rent, business income, farm income, and royalties) was 12 times greater
- 109 billion dollars. USA [13].

Therefore, considering all this, the main measures aimed at minimizing the tax
gap on corporate profit tax could include the following:

— improving the audit of companies operating in high cash industries and/or
profiting from non-transparent sources;

— greater use of third party reporting;

—and improvement of the technology for processing collected information and
of the servicing of taxpayers.
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Hamanis ®ponoea?

OIIHKA ITOJATKOBOI'O PO3PHUBY 110 ITIOJATKY HA ITIPUBYTOK Y
KOHTEKCTI POSHIMPEHHA ®ICKAJIBHOI'O ITIPOCTOPY

ITIpoaHanizoeaHo nodamrxosuil po3pug no nodamKy Ha npubymor
nionpuemcms — ik 00UH 13 THOUKamopig, KUl xapakmepusye nooamrkosi
00xX00U, U0 MOXKe aKymyanosamu KpaiHa 3 027150y Ha ii eKOHOMIUHULL
nomeHyian. Y3az2aibHeHO OCHOBHI MeopemuuHi Nno2asiou HA NPUUUHU
BUHUKHEHHST N00amK08020 po3pusy ma O00CNIOIKEHO ICHYUL MemOoOUUHI

2 ®poaosa, Haranis bBopuciBHa — kaHJ. €KOH. HayK, CTapIINi HAYKOBUH CIiBPOOITHHK, Y
«lHcTuTyT exoHoMiku Ta nmporao3yBanHs HAH Ykpaiun» (Byin. I1.MupHoro, 26, Kuis, 01011,
Vkpaina), ORCID: 0000-0002-7979-950X, e-mail: nata.frolova99@gmail.com

ISSN 2663 - 6557. Economy and forecasting. 2021, Ne 4 119


https://orcid.org/0000-0002-7979-950X

Nataliya Frolova @

nioxoo0u w000 OUIHKU N00amrKo8020 po3pusy no nooamky Ha npubymox y
rKpainax OECP.

OuiHKY no0amKoeo20 po3pusy no nodamky Ha npubymox y cmammi
30iticHeHo 3a npoepamoro OECP Revenue Administration — Gap Analysis
Program, wo 6a3yemvcsi HA BU3HAUEHHI NOMEHUIUHUX HAOX00 KeHb
nooamKy WISIXOM KOPURYBAHHSL (2PE20BAHUX NOKA3HUKI8 cucmemu
HAYIOHATbHUX PAXYHKI8 (807108020 npubymry, 3miularoz2o 00xody), sika 3a
pesynemamamu  aHanizy y nepioo 2017-2019 pp. cmaHosuna Yy
cepedrHvomy 1,4% BBII, uio ceiouums npo HASIBHICMb pe3epai8 pO3ULUPEHHSL
gickanvHozo npocmopy Yrpairu. IIpogedeHo aHaNi3 no0amKo8020 po3pusy
8 pPO3pi3l THCMUMYUIOHA/ILHUX CEKMOPI8 eKOHOMIKU, 8 pe3ylemami siKozo
HalibLnbwull pospue no nodamrKy Ha npubymor 6Y.,i0 8UsI8NIEHO Y ceKxmopi
THO3EeMHUX KOPpNOopauyiil, uui NOMeHYIiHI no0amKxo8l HaA0OX00XKeHHS. |j NOHAO
ympuui nepesutyysait. paKmuuHi HAOX00XKeHHsT nooamKy 0o 3e8edeHo20
6r00kemy Yrpairu e 2018 p.

Aemopom  30UICHEHO KOMNIEKCHUU aHali3 egexkmugHocmi
nooamKy Ha npubymork 6 YKpaiHi Ha OCHO8I NOKA3HUKA Nno0amrKoeux
3ycunb ma kKoegiuieHma 6rooKkemHol egpekmueHocmi, U0 OONOMO20
gusleUMU 3HAUHI IX BIOXUNEHHSI Y NOPIBHSHHI 3 AHAI02UHUMU
NOKA3ZHUKAMU 8 THULUX KPAiHAX.

OxapaKxmepu308aHO OCHOBHI 30X00U, CNPSMOBAHI HA MIHIMIZAUIO
nooamrxosux pospugie Yy KpaiHax OECP ma 3pobneHo 8i0nos8ioHi
B8UCHOBKU 015l YKpaiHU.

Knrouoei cnoea: nooamkoguil pospug, nodamok HaA npubymor
nionpuemcms, @QicKkanibHUllL npocmip, nooamrkosi 3ycusais, 6rdxemHa
epexmuesHicmo
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