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TAX EVASION IN UKRAINE: ANALYSIS OF CAUSES, ECONOMIC CONSEQUENCES
AND COUNTERMEASURES

Tax evasion is an urgent problem for any country, as this undermines the basics of the tax system and impedes the
effective financing of government programs and services. Taxes are an integral part of the functioning of the state and providing
public goods for citizens. They are the main source of budget revenues used to finance education, health care, infrastructure,
defense and other important areas. However, despite its importance, tax evasion remains widespread in many countries around
the world. Tax evasion can be defined as a deliberate concealment or reduction of tax liabilities, which is illegal and punishable
in accordance with the law.

The article analyzes the reasons for tax evasion (economic, institutional and legal, socio-psychological, technological
and globalization) and economic consequences for Ukraine (failure to receive tax payments by the budget; suspension of the
implementation of state programs; non-payment of salaries for budgetary. countries; Tax evasion directly leads to a significant loss
of government revenues, limiting the possibility of financing public services and infrastructure projects, as well as a significant
threat to phenomena and processes of economic and social nature and significantly destabilizes the development of the tax sphere,
which requires the development of a complex of measures of effective counteraction.

The measures to counteract tax evasion are outlined. The authors propose: improve the procedures for administration
of taxes and compulsory payments, ensure their transparency; improving the institutional capacity of tax authorities, ensuring
effective tax control, improving the quality of taxpayers' service; creation of favorable conditions for conducting business and
strengthening requirements for compliance with tax legislation.

Keywords: taxes, tax evasion, causes and mechanisms of tax evasion, countermeasures against tax evasion.

PYUINIIWH Haxis
JIbBIBCHKHIA TOPTOBEIbHO-EKOHOMIYHHUH YHIBEPCUTET
MEJINHCBKA Tersina
JIbBIBCEKHI TOProBENbHO-CKOHOMIUHUH YHIBEPCUTET
JlepxaBHa ycTaHOBa “IHCTUTYT perioHanbHUX JociiukeHs iM. M. 1. Jlonimmsoro HAH Ykpainn™
OJIIITHUK Hanis

JIbBIBCHKHI TOPTOBEIbHO-CKOHOMIYHHI YHIBEPCUTET

MOJIATKOBE YXWJIEHHS B YKPATHI: AHAJII3 TIPUYWH, EKOHOMIYHUX HACJIIJIKIB
TA 3AXOJIA MPOTHUTI

Vxunennsa 6io cniamu nodamkie € axmyanbHolo npobaemoro ona OyOb-sAKoi Kpainu, OCKinbku ye niopueac oCHoSU
nO0amMKOBOI cucmemu ma nepewikoOHcac eQekmusHomy Qinancysannio depicasnux npoepam i nocaye. Illooamku € negio'emnoio
YACMUHOIO DYHKYIOHYBAHHS 0epicasu ma 3a0e3neyeHHs CYCNilbHUX O1ae 015 epomadsiH. Bonu € ocHO8HUM Odicepenrom 00x00ié
01 61000icemy, AKi GUKOPUCTOBYIOMbCSL 0I5l (PIHAHCYBAHHS OCEIMU, OXOPOHU 300085, IHpacmpykmypu, 060poHU Mma THWUX
saoicnusux cgpep. [lpome, nezgasicarouu Ha c6010 8AANCIUBICMY, YXUTEHHS 810 CHAAMU NOOAMKIG 3ANUMACINGCA NOUUDEHUM ABULEM
¥ bazamvox Kpainax ceimy. Yxunenus 6io cniamu nooamkie MOJICHA SUHAYUMU AK HABMUCHE NPUXOBYBAHHA AOO NPUMEHUIEHHS
no0amKosux 30008'13amb, WO € HE3AKOHHUM I KAPAEMbCA 8ION0GIOHO 00 3AKOHOO0ABCMEA.

YV cmammi nposedeno ananiz npuuun yxunenus 6i0 cnaamu nodamkie (eKOHOMIUHUX, THCMUMYYIIHUX MA NPABOSUX,
COYIANbHO-NCUXONOSTUHUX, MEXHONO2IYHUX Ma 2N00aNI3ayiiHuX) Ma eKOHOMIYHUX HACHiOKie 01 YKpainu (HedoompumanHs
010021cemoM NOOAMKOBUX NAAMENCIB; NPUZYNUHEHHS PedNi3ayii 0epIHCABHUX NPOSPAM,; HEBUNIAMU 3aPOOIMHUX NAAM NPAYIEHUKAM
610001cemHoi chpepu; cKopouenHs 6UOAmMKiI@ 3 0100Jcemy HA COYIaNbHi Yili;, NOPYUIEHHS 3AKOHIG KOHKYPEHYIL, 3HUIICEHHs
iHeecmuyitiHol npueabaUgoCmi Kpainu, 3pOCMAHHS PIGHS eKOHOMIYHOI 310YUHHOCII Ma KOPYNYii; 8UBEOeHHs 3HAUHUX 00Cs2i8
Kanimanie 3a meoici kpainu; 3nudicenns oocsaeie BBII). Vxunenns 6i0 cnnamu nooamxkig 6e3nocepeonbo npu3zgooums 00 3Ha4HOT
empamu 0epIAHCcaAgHUX D0X00I8, OOMENCYIOHUU MONCIUBOCTNI (DIHAHCYBAHHS 0EPIHCAGHUX NOCYE MA IHPPACMPYKMYPHUX NPOEKMIE, d
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MAKOIC CMAHOBUMb 3HAYHY 3A2PO3Y AGUWAM | NPOYECam eKOHOMIYHO2O0 Ul COYIANbHO20 XapaKmepy ma iCmomHo decmabinizye
PO36UMOK NOOAmMKo80i chepu, Wo 8UMAazae po3pPoOAeHHs KOMIIEKCY 3aX00i8 e(heKmueroi npomuoii.

Oxpecneno 3axo0u npomudii yXuieHHs 6i0 cniamu no0amkig. ¥ GUCHOBKAX asmopami 3anponoHOB8AHO. YOOCKOHATICHHS
npoyedyp aOMIHICMpY8aHHs NOOAMKIE ma 0008 A3K0GUX NIAMediCcie, 3a0e3neueHHs iX MpPAaHCNApeHmMHOCMI, Ni0GUUEeHHS
IHCMUMYYIHOT CHPOMONICHOCIE HOOAMKOBUX OP2AHIB, 3a0e3NneyenH s e(heKmuUeH020 N0OAmKO8020 KOHMPOII0, NIOBUUeHHSL AKOCT
CepeicHO20 00CNY208Y68aHHS NIAMHUKIE NOOAMKIG; CIMGOPEHHS CAPUSIAUBUX YMO8 O/l 8eO€HHsl 20CN00apChKoi OisLibHOCMI ma
NOCUNEHHA BUMO2 OO0 OOMPUMAHHS NOOAMKOB020 3AKOHOOABCMEA.

Kniouoei cnosa: nooamxu, yxunenusa 6i0 cniamu nooamxie, NPUYUHU Ma MeXaHi3Mu YXUlIeHHA 8i0 cniamu nooamkis,
3ax00uU nNPOMuUOii YXuieHHo 8i0 ONOOAMKYEAHHS.

GENERALSTATEMENT OF THE PROBLEM
AND HOW IT RELATES TO IMPORTANT SCIENTIFIC OR PRACTICAL ISSUES

Tax evasion in Ukraine is a multifaceted problem, significantly impacting the country's economic stability
and well-being. It manifests in various forms, from simple income concealment schemes to complex transactions
using offshore jurisdictions. Despite efforts aimed at combating this phenomenon, tax evasion remains widespread in
Ukraine, indicating systemic shortcomings in the tax system, inefficiency of control bodies, low tax culture, and other
factors. This leads to substantial state budget losses, violation of tax fairness principles, distortion of the competitive
environment, and the hindrance of the country's economic development.

The issue of tax evasion becomes particularly acute during wartime, when the country urgently requires
financial resources to ensure defense capabilities, support the social sphere, and restore the economy. Reduced tax
revenues due to evasion complicate the fulfillment of these tasks, exacerbate social tension, and undermine trust in
state institutions.

The study of tax evasion in Ukraine remains highly relevant and crucial for ensuring the state's financial
stability, forming an effective tax system, and securing sustainable economic development for Ukraine.

ANALYSIS OF RECENT RESEARCH AND PUBLICATIONS
This issue remains relevant and continues to attract the attention of numerous researchers actively working
in this field. Problems of tax administration and compliance with tax legislation are explored in the works of:
Andrushchenko 1. [1], Bondaruk, T. [2], Ivanova R. [10], Kiyanka I. [10], Maslak O. [4], Medynska, T. [2; 5; 10],
Melnychuk 1. [2], Nikonenko U. [2], Oliynyk N. [5; 8], issues of tax incentives and their impact on the business
environment are considered in the works of: Pyrnykoza P. [7], Rushchyshyn N. [10], Sasolina N. [8], Shvaher O. [8].

FORMULATING THE ARTICLE’S OBJECTIVES
The purpose of this study is to analyze the volumes of underpaid tax revenues in the budget by types of tax
evasion in Ukraine, to summarize the main causes and mechanisms of tax evasion, to summarize the socio-economic
consequences for the national economy and to define measures to counteract tax evasion.

THE MAIN MATERIAL STATEMENT

Tax evasion is a serious problem for every country, as it undermines the foundations of the fiscal system and
prevents effective financing of public programs and services.

Taxes are an integral part of the functioning of the state and the provision of public goods to citizens. They
are the main source of revenue for the budget, which is used to finance education, healthcare, infrastructure, defense
and other important areas. However, despite their importance, tax evasion remains a widespread phenomenon in many
countries around the world.

Tax evasion directly leads to a significant loss of government revenue, limiting the ability to finance public
services and infrastructure projects. To compensate for the lost revenue, governments may raise taxes on law-abiding
citizens, which would place an unfair financial burden on compliant taxpayers. With lower incomes, the government
may be forced to cut back on basic public services such as healthcare, education, and social security, which will
negatively affect the quality of life. Inaccurate tax data due to tax evasion can lead to erroneous economic policies
and decisions, as the true economic picture is obscured.

Tax evasion contributes to the expansion of the shadow economy, in which unregulated and untaxed
businesses have an unfair competitive advantage. Widespread tax evasion can lead to a loss of public trust in the
government and its institutions, weakening the social contract. This helps to create conditions conducive to corruption
and other illegal activities, as tax evaders often commit additional illegal acts.

Undoubtedly, tax evasion poses a significant threat to economic and social phenomena and processes and
significantly destabilizes the development of the tax sphere, which requires the development of a set of effective
countermeasures.

Thus, tax evasion causes significant damage to the economic and social spheres, violating the principles of
fairness, undermining the competitive environment, hindering economic growth and increasing social inequality.
Therefore, overcoming this phenomenon is a priority for governments around the world and requires a comprehensive
approach that includes improving legislation, strengthening tax administration, increasing transparency and
accountability of the authorities, and creating a culture of voluntary tax payment among citizens.
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Tax evasion can be defined as the intentional concealment or understatement of tax liabilities, which is illegal

and punishable by law (table 1).

Tax revenues to the consolidated budget in Ukraine in 2019-2023, UAH billion*

Table 1

Indicators Years Absolute deviation
2019 2020 2021 2022 2023 2023/2019 2023/2022
Total budget tax revenues, including: 1070,3 1136,7 1453,8 1343,2 1638,0 567,7 298,8
Personal income tax 2754 295,1 349,8 420,6 496,3 220,9 75,7
Income tax 117,3 118,55 163,8 130,6 159,3 42 28,7
Value added tax 378,6 400,6 536,4 466,9 580,8 202,2 1139
EXxcise tax 130,7 146,6 173 105,1 175,7 45 70,6

*Note. Table 1 made on the basis of [6]

One of the key indicators of the effective functioning of the tax system is the stable filling of the state budget
revenue through tax revenues. The amount of tax revenues and their structure not only reflect the overall state of the
economy, but also serve as an indicator of the full payment of tax liabilities by taxpayers.

Tax revenues to the consolidated budget of Ukraine from 2019-2023 show a steady upward trend, namely by
UAH 567.7 billion (or 53%), reaching UAH 1,638.0 billion in 2023 (fig. 1). The largest contribution to this growth
was made by value added tax (VAT) and personal income tax (PIT), which increased by UAH 202.2 billion and UAH
220.9 hillion, respectively. Despite a temporary decline in 2022, likely due to the outbreak of a full-scale war, in 2023
there was a significant recovery and growth of all major tax revenues, which indicates a certain resilience of the
Ukrainian economy and the effectiveness of the tax system in difficult conditions.
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Fig. 1. Structure of tax revenues to the consolidated budget of Ukraine in 2019-2023, % (made on the basis of [6])

In turn, tax evasion has a negative impact on budget revenues and the state's ability to finance important
areas and development programs.

An analysis of the structure of tax revenues to the consolidated budget of Ukraine from 2019-2023
shows that value added tax (VAT) is the largest source of revenues, accounting from 34% to 37% of total tax
revenues. The second largest is the personal income tax (PIT), which accounts from 24% to 31% of revenues.
Excise tax and corporate income tax have smaller shares, but still make up a significant part of the budget. There
is an upward trend in the share of personal income tax (from 25.73% in 2019 to 30.3% in 2023), while the share
of corporate income tax has slightly decreased from 10.96% in 2019 to 9.72% in 2023. The excise tax shows
slight fluctuations, with the highest rate of 12.9% in 2020. These indicators indicate a stable structure of tax
revenues with the dominance of indirect taxes (VAT and excise tax) and a significant role of direct taxation of
personal income.

Tax evasion can take various forms, among the main ones ar:

1. Concealment of income or understatement of income through the use of fictitious documents, false
accounting, illegal tax minimization schemes, etc.

2. Overstatement of expenses and other deductions that reduce the tax base, in particular through double
counting, fictitious contracts, forged receipts.

3. Use of offshore zones, shell companies and other schemes for illegal movement of capital to conceal
tax revenues.

4. lllegal use of tax privileges and preferences by forging documents or providing false information.

According to the official data of the State Tax Service, annual losses from tax evasion reach at least USD
7.7 billion or UAH 282 billion per year, while independent experts also estimate a similar range of UAH 200-300
billion per year.
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The discrepancy in estimates can be partially explained by the fact that experts identify up to 10 common
types of tax evasion in Ukraine (payroll evasion (shadow employment and envelope wages), minimization of
corporate income tax, fraud, etc.

The problem itself can be divided into two broad categories: tax evasion by legal entities and individual
entrepreneurs doing business in Ukraine, and the shortfall in the collection of taxes from undeclared personal
income.

Businesses in Ukraine resort to such mechanisms as paying salaries in "envelopes”, "twists", conversion
centers, etc. The most significant damage in terms of the amount of taxes not paid to the budget is caused by such
ways of evasion as gray imports - UAH 63-93 billion per year, salaries in "envelopes” - UAH 25-74 billion per
year, and offshore schemes - UAH 22-36 billion per year (fig. 2).
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Fig. .2. The amount of lost tax revenues to the budget by types of tax evasion in Ukraine,
billion hryvnias per year (made on the basis of [3])

The reasons for tax evasion are diverse and complex. The main reasons include the following (fig. 3):

1. Economic reasons:

High tax burden and complex taxation system.

Uneven distribution of the tax burden between different groups of taxpayers.
Low income and profits caused by economic crises or weak economic development.
Institutional and legal factors:

Imperfect tax legislation and the existence of gaps and loopholes.

Weak tax administration system and lack of effective control mechanisms.

Corruption in government and tax authorities.

1 [ GO 1 1

' Economic
! Institutional and legal

' Socio-psychological

‘Technological and globalize

Fig. 3. The reasons for tax evasion (made on the basis of [9])

Insufficient transparency and accountability of state institutions.
Social and psychological factors:
Low level of tax culture and awareness of citizens.
Distrust of the government and the belief that the taxes paid do not bring the expected benefits.
Perception of taxes as an excessive burden rather than a civic duty.
Widespread negative stereotypes in society and a propensity for risky behavior.
4. Technological and globalization factors:
The development of information technology and the digital economy, which opens up new
opportunities for evasion.

w
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- Globalization of financial markets and the proliferation of offshore jurisdictions.

- Growth of cross-border transactions and complexity of their control.

A thorough understanding of the causes of tax evasion is important for developing effective
strategies to counteract this negative phenomenon.

Tax evasion has significant social and economic consequences, namely:

- The budget does not receive tax payments.

- Suspension of state programs.

- Non-payment of salaries to public sector employees.

- Reducing budget expenditures for social purposes.

- Violation of competition laws.

- Decrease in the country's investment attractiveness.

- Rising levels of economic crime and corruption.

- The withdrawal of significant amounts of capital from the country.

- Decrease in GDP.

Measures to combat tax evasion:

1. Improving the procedures for administering taxes and mandatory payments, ensuring their
transparency, eliminating bureaucracy, and reducing administrative costs.

2. Review of the existing tax administration procedure and its transformation in accordance with the
leading international taxation standards.

3. Increase the institutional capacity of tax authorities, ensure effective tax control, and improve the
quality of taxpayer services.

4. Increasing fiscal discipline and strengthening the taxpayers' tax culture, taking into account the
conditions of political stability

5. Creating favorable conditions for conducting business activities, encouraging business entities to
reflect the real indicators of the tax base.

6.  Strengthening the requirements for compliance with tax laws, justified granting and use of tax
benefits and preferences.

7. Preventing the creation, detection and liquidation of intermediary and fictitious enterprises.

8.  Implementation of EU-related IT solutions to create new tools for the development of the
risk analysis system.

CONCLUSIONS FROM THIS STUDY
AND PROSPECTS FOR FURTHER RESEARCH IN THIS AREA

The socio-economic consequences of tax evasion allow us to state that this economic phenomenon has a
significant negative impact on the socio-economic, financial and tax systems, causing significant disparities and
imbalances.

Research on tax evasion is increasingly interdisciplinary, integrating economic, legal, sociological, and
psychological approaches. There is a growing need for studies dedicated to the impact of digitalization and
globalization as methods for countering tax evasion. In connection with the war in Ukraine, particular attention is
required for research on the impact of tax evasion on the country's financial stability and its defense capability.
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