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ECONOMIC AND LEGAL JUSTIFICATION OF THE
METHODOLOGICAL APPROACH TO THE
ASSESSMENT OF THE STATE OF BUDGET AND
TAX SECURITY OF UKRAINE

ABSTRACT

The purpose of the article is to study the problematic aspects of economic and legal
justification of the methodological approach to assessing the state of the budget and
tax security of Ukraine. The methods of economic analysis, synthesis, comparison, gen-
eralization, and systematization are used in the research. The intensification of financial
and economic instability and the emergence of crisis phenomena in the financial system
of the state have led to the activation of destabilizing factors that significantly affect the
functioning of the budget and tax sphere of Ukraine. Due to the inefficient implemen-
tation of the budget and tax policy for a long time, there is a deterioration of the financial
component of economic security and the emergence of destructive processes and phe-
nomena in the economy of the state. Given this situation and the violation of macroe-
conomic stability, the need for timely response and prevention of internal and external
risks and threats to budget and tax security, as well as protection of national interests
of the state in the financial sphere becomes especially important. At the same time, the
desire to ensure the stable development of the budget and tax sphere necessitates a
revision of methodological tools for assessing the level of budget and tax security,
which, in turn, requires revision of existing Methodical recommendations for calculating
the level of economic security of Ukraine and supplementing them with tax security
indicators. It is becoming obvious that ensuring and strengthening the budget and tax
security of Ukraine is one of the priorities of public policy, which highlights the research
topic. The article defines the essence of budget and tax security of the state, their
interdependence outlines the main problems of the budget and tax security of Ukraine
and considers regulatory and legal security of budget and tax sphere. A study of threats
and risks to budget and tax security in the context of identified indicators is conducted.
Evaluations of the methodological approach to assessing the level of budget and tax
security of the state are carried out, and the method of calculating weights and inte-
grated indicator of budget and tax security is analyzed. The main approaches to as-
sessing the level of tax security are systematized and the calculation of its indicators is
proposed. In order to strengthen the institutional support of budget and tax security, it
is proposed to develop the concept of tax security of the state and supplement the
current Methodical recommendations for calculating the level of economic security of
Ukraine with the tax component.

Keywords: budget and tax security, level of security, indicators, advocacy, institutional
and legal support

JEL Classification: B49, H69, K34

INTRODUCTION

Trends in the modern socio-economic development of Ukraine are characterized by sig-
nificant destructive changes and distortions in the economic, political, social and legal
spheres, a number of destabilizing processes and phenomena of the financial system,
and the emergence of significant risks and threats to the economic security of the state.
As a result, in recent years there has been a significant deterioration in the country's
financial and economic condition, which is reflected in falling GDP, rising inflation, main-
taining a high level of the budget deficit and public debt, national currency instability,
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banking imbalances, and deepening imbalances in monetary and fiscal spheres. Measures of state anti-crisis policy aimed
at ensuring financial stability, improving the efficiency of the financial system of the state and counteracting internal and
external threats to economic security, did not provide the desired result, as these problems are systemic due to inefficient
models of budget and tax, monetary and credit policy, ambiguity and imperfection of institutional and legal support of the
financial sphere and inconsistency of state regulation of financial and economic processes. The emergence of significant
threats and risks to the financial sector has laid the foundation for a steady decline in the financial security of the state,
which in turn has increased the instability of the socio-economic system, decrease in the budget revenues due to reduced
tax base and lower living standards of the population and its social security. In view of this, the problem of studying the
budget and tax components of financial security of Ukraine, assessing the level of security of budget and tax spheres and
finding ways out of the financial and economic crisis, which requires a set of methodological measures and its legal
justification, is becoming important.

Problematic aspects of ensuring a sufficient level of budget and tax security of the state have long been reflected in the
works of both domestic and foreign scholars. However, concerning the budget security, which means such state of solvency
and the appropriate level of financial stability of public finances, in which public authorities are able to perform their
functions as effectively as possible [1], the scientific rationale is quite broad, and diagnostics is legislatively provided by
Methodical recommendations on the calculation of the level of economic security of Ukraine [1] and is based on the
calculation of clearly defined indicators taking into account the weights, but the tax security research developments are
somewhat restrained and limited. In particular, so far the Methodical recommendations for calculating the level of economic
security of Ukraine have not included the tax component as a subsystem of financial security of the state, have not defined
the list of indicators and have not provided methods for their calculation. Taking into account the rapid upward trends in
the development of the shadow economy, legalization of funds obtained by criminal means, concealment of the tax base
and various ways of tax evasion, we consider it extremely important to assess the level of tax security of the state. It
should be noted that the determinant of «tax security» is in fact undefined and is a relatively new economic and legal
category, and existing scientific developments are mainly focused on the micro-level.

LITERATURE REVIEW

In particular, O. Baranetska and V. Martyniuk [2, p. 84] interpret the tax security as the state of the economy and the
effectiveness of public authorities and institutions, which ensure a guaranteed receipt of taxes and payments to the budgets
of various levels and the protection of national interests in the fiscal sphere. At the same time, scholars are talking more
about fiscal security, which is determined by the effectiveness of fiscal policy and is directly related to budget security, as
the reduction of the level of the state budget deficit directly depends on the growth of tax revenues.

Yu. Ivanov and Yu. Berezhna [3, p. 10] adhere to the point of view that the tax security of the state should be considered
in terms of comprehensive provision of a sufficient level of tax security of the taxpayer, regional, national and international
tax security. At the same time, emphasis is placed on the fact that tax security is a prerequisite for ensuring the budget
security of the state, and the components (budget and tax) of financial security are interdependent concepts.

I. Tsymbaliuk [4, p. 13-23] believes that to ensure the appropriate level of tax security of the state it is necessary to
constantly monitor its condition, to determine the main components and factors of influence based on a study of the
peculiarities of the tax system functioning.

A. Sukhorukov [5] has a similar opinion on the essence of tax security. He investigates the tax security through the prism
of relationships between the components of financial security of the state and claims that the budget and tax security
largely depends on the ability of the state to rationally accumulate and use available financial resources.

Moreover, the urgency of the scientific problem mentioned in the article was substantiated by foreign scientists and re-
searchers. For example, some of them stressed that financial security, in particular, is one of the basic characteristics of
economic security in general and that, most importantly, the financial development of the state directly depends on the
development of the state economy [6, p. 293-316; 7 p. 111-143; 8, p. 526-551; 9, p. 171-179]. In this context, some
scholars emphasize the need to increase tax revenues, which greatly affects the stability of economic, political and social
dimensions to ensure the fiscal stability of the state as a whole [10, p. 137-150; 11, p. 53-71; 12; 13, p. 1-37; 14, p. 56-
71]. After all, international experience allows Ukrainian realities to focus their efforts on optimizing the fiscal space, which
requires, above all, a review of both temporary and institutional regulatory boundaries governing the budgeting process.

However, taking into account the significant scientific achievements in this area, institutional and legal support and diversity
of views of scholars, at the present stage, most scholars tend to consider the concept of tax security in combination and
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interdependence with budget security. Therefore, we consider it appropriate to continue research on the essence of budget
and tax security and justification of the methodological approach to its evaluation.

RESULTS AND DISCUSSIONS

The purpose of the article is to study the problematic aspects of economic and legal justification of the methodological
approach to assessing the state of the budget and tax security of Ukraine.

Strengthening systemic macroeconomic instability in Ukraine has led to the intensification of budget imbalances, increased
risk of default, growing state budget deficit and exacerbation of debt dependence against the background of an increasing
tax burden on businesses, which, in turn, provokes concealment of real production to avoid payment of taxes and with-
drawal of capital outside the country. Ensuring budget and tax stability, openness and transparency of economic activity
and a decent standard of living, at the present stage of development of the state, is one of the priorities of its activities.
Achieving an adequate level of protection of the budget and tax sphere from the destructive effects of internal and external
threats will be possible provided the most effective legislative and regulatory support, as well as the high-quality imple-
mentation of responsibilities by public authorities.

Note that in Ukraine there is a well-formed system of regulatory and legal support of economic security by functional
components, in particular: (1) The Constitution of Ukraine [15]; (2) Tax Code of Ukraine [16]; (3) Budget Code of Ukraine
[17]; (4) Law of Ukraine «On the State Budget of Ukraine» (for the current year) [18]; (5) Law of Ukraine «On Local Self-
Government in Ukraine» [19] and others. However, the current legislative acts are still not involved in a specific mechanism
for ensuring the security of the state and are not fully implemented in the programs of its socio-economic development
[20, p. 101]. In this context, the need to consider the legal support of budget and tax security through the prism of
interaction between the state apparatus and society as a whole is highlighted. At the same time, the main emphasis should
be placed on the protection of national interests in the financial sphere.

According to the results of the comparative analysis of approaches to determining the essence of budget and tax security,
it can be stated that budget and tax security is a state of budget and tax sphere that protects the interests of tax subjects,
the ability of the tax system to develop and improve steadily, the ability to timely identify, prevent and counter risks and
threats in order to ensure a balanced condition of state and local budgets by ensuring the coherence of their revenue and
expenditure. However, there is still no legislative regulation of this concept, and the method of calculating the level of
economic security of Ukraine does not provide for the calculation of such a component as tax security. Moreover, the
experience of Central and Eastern Europe would significantly help Ukraine to avoid significant mistakes and risks in this
case [21, p. 3-4]. Because of this, in order to fill the legal vacuum, it is necessary to make appropriate changes and
additions, and to supplement the assessment of the level of budget security with tax security parameters. In Figure 1 we
propose to reflect the main stages of calculating the level of budget and tax security.

METHODOLOGICAL APPROACH TO ASSESSING THE LEVEL OF BUDGET AND TAX

SECURITY OF THE STATE
4 R
STAGE 1 1. Determining the components of the integrated indicator of
Choice of methodological budget and tax security.
approach to assess 2. Choosing a method for building the integrated indicator of
budget and tax security budget and tax security.
NG L /
( N 1. Determining the primary set of indicators selected for
STAGE 2 analysis.

2. Assessment of budget and tax security of regions.

— 3. Determining the quantitative and qualitative levels of budget
and tax security of the region.

4. Construction of the interval scale of the integrated indicator of

Integrated assessment of
budget and tax security of
regions

L Y, budget and tax security of the region.
4 L R
1. Calculation of the integrated indicator of budget and tax
STAGE 3 security of the state.
Integrated assessment of 2. Determining the quantitative and qualitative levels of budget
budget and tax security of and tax security of the state.
the state 3. Construction of the interval scale of the integrated indicator

of budget and tax security of the state.

L ,/

Figure 1. The main stages of assessing the level of budget and tax security of the state (Source: [22, p. 183])
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As already mentioned, a significant shortcoming of assessing the level of budget and tax security is the lack of proper
scientific justification and practical testing of methodological tools for assessing the level of tax security of the state in
terms of key indicators.

Therefore, we propose to build a methodological approach to assessing the level of budget and tax security of the state
in stages based on the choice of methodological approach, integrated assessment of budget and tax security of regions,
and integrated assessment of budget and tax security of the state ( Figure 2).

e N
f\ STAGES OF ASSESSING THE BUDGET AND TAX SECURITY )
\_ J

STAGE I. Identification of threats and their ranking

STAGE II. Evaluation of budget and tax security criteria at different level sofeconomic
| management with determination oft heirth reshold values

STAGE III. Calculation of indicators of budget and tax security

A

»| STAGE 1V. Determining the ratio of budget and tax security indicators with outlined
thres hold values

» STAGE V. Formation of the integrated indicator of budget and tax securitystate

» STAGE VI. Analysis of the budget and tax security state and dynamics

Figure 2. Methodological approach to assessing the level of budget and tax security of the state (Source: [22, p. 184])

Methodical recommendations for calculating the level of economic security of Ukraine [1] in assessing the level of economic
security of the state provide for calculations of the integrated indicator taking into account the weights of each subindex
for each component (Figure 3), which is reasonable and appropriate for assessing both budget and tax security. Since this
document establishes a list of budget security indicators of Ukraine and their weights, it is not difficult to diagnose the
state of budget security. Another matter concerns the determination of the level of tax security, Methodical recommenda-
tions for the calculation of which are missing. To solve this problem, in the process of determining the limit levels of
reduction of the budget and tax security, we propose to take into account the importance of the main indicators of the
state of the tax sphere and consider them indicators of tax security, namely: (1) the level of the total tax burden; (2) the
level of concentration of tax revenues in state budget revenues; (3) the level of good faith payment of taxes; (4) the level
of tax debt of taxpayers; (5) the level of budget losses from preferential taxation; (6) the level of effectiveness of the
administration of tax payments; (7) the level of shadowing of the economy. The calculation should be based on criteria
and weights that do not contradict current Methodical recommendations.

e N
( STAGES OF ASSESSING THE BUDGET AND TAX SECURITY )
A g
i — an indicator that determines the state of the aggregate indicator/
— subindex of security, i = (1, 2, 3 ...n);
Ly Calculation of weights Lyl d. = i Lyl ai — expert assessment which characterizes the importance of i-
for each subindex t Z?_l a; indicator for generalized objects/subindexes of security;
- di — a weight that determines the degree of contribution of i-
indicator to the integrated index of security component
Calculation of the . ;m —ga)ggregate indicator/subindex of m security sphere, m = (1, 2,
L, integrated indicator by | |, _ d; y; > di — a weight that determines the degree of contribution of i-
each component of m L indi he i dind ¢ ) .
security sphere = in icator to_t e integrated i ex 0 _secur|ty component;
yi — normalized assessment of i-indicator

Figure 3. Methods of calculating weights and integrated indicator
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Considering that tax security should be studied as a separate object in the context of balance and adequacy of revenues
under moderate tax pressure on businesses, it is reasonable to consider the compliance of elements of the tax system
with national security requirements. At the same time, achieving a sufficient level of tax security significantly depends on
a reasonable tax policy and adopted doctrines, concepts, strategies and programs.

In addition, the mechanism of identifying risks and threats, the impact of which depending on the acquired value can be
both a stimulant and a DE stimulator, becomes important in assessing the state of the budget and tax security. In Figure 4
we reflect the main risks and threats associated with indicators of budget and tax security.

Calculation of weights for each subindex

Ratio of deficit/surplus of the state
budget to GDP

Deficit/surplus of budget and
—»  extra-budget funds of general
public administration sector

The level of redistribution of GDP
through the consolidated budget

The ratio of total payments for
| servicing and repayment of public
debt to state budget revenues

¥ The level of the total tax burden

The level of concentration of tax
¥ revenues in the state budget
revenues

L The level of good faith payment of
taxes

| p| The level of tax debt of taxpayers

L The level of budget losses from
preferential taxation

L The level of effectiveness of the
administration of tax payments

Ly The level of shadowing of the
economy

Ve N
) TYPE OF THREATS AND RISKS OF BUDGET AND TAX SECURITY j\
\\ //
,/ Threat to regional and national financial stability; \\
| the risk of imbalance in certain areas of the financial system; \
\\\ loss of control over the increase in the budget deficit. //
/ Occurrence of structural deformations in the economy; \
i>/ reduction of fiscal revenues of the budget; \‘
\ raising funds on relatively unfavorable terms; ]
L threat of risk transfer between markets. %

,@(istence of significant volumes of shadow turn over, inefficiency of ths\\
)‘\ government, threat of default and prolonged financial and economic \

\\\ crisis. /

/f Ea nsformation of corporate debt into sovereign; the growing dynanﬁ&
[ soft he process of accumulating sovereign debt; the disappearance oft he\‘
\ distinction between sovereign and private obligations; significantin crease

in the vulnerability of public finances to private risks.

results and taxe vasion, reduction of economic activity, out flow of capltal

[ /Gl centives for shadow economic activity with concealmen to feconomh
\\ abroad, slow downin GDP growth. /

rates, a significant number of tax benefits, the risk of inaccurate plannlng \

[ ,ﬁbalancing the tax burden, reducing the level of the budget, raising ta\
and fore casting of tax revenues.

\

/

N “/

Decrease in the level of protection of taxpayers interests,
untimeliness of tax payments

g
N/

\

/

Growth of tax debt, low level of tax culture, excessive interference o
fiscal authorities in the economic activity of the business entity

\

/

NN NN N NG

Imperfection of tax legislation, irrational use of taxes

Il
N/

\

\
/

N

Significant expenses on administration, non-compliance with the
requirements of tax authorities in order to avoid taxes

—

\

\
/

N

Il

\//

Increased corruption, risk of taxe vasion and prosecution

/
\

Figure 4. The main risks and threats associated with indicators of budget and tax security (Source: [22, p. 185])
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At the same time, the calculations of the level of budget and tax security and analysis of the dynamics of its state during
2015-2020 (Figure 5) give grounds to say that in the analyzed period there was a positive upward trend in budget and tax
security in Ukraine. The analysis of tax security indicators, carried out on the basis of selected indicators and determined
by the method of expert assessments of weights, shows its reduction during 2015-2018 from 48.04 % to 44.57 %. In
2019, there was a slight increase in the level of tax security to 46.45 %, and in 2020 there was again a decrease to
45.36 %. In general, the level of budget security in the period 2015-2016 tended to decrease. Further, there was a steady
increase in the level of budget security in Ukraine.

70, 67,04
623 63,24 64,28 e
60,
56,2
53,38 53,91 >>37
50, 48,04 47,27 46,45
o’ 44,45 44,57 ! 45,36
46,79 46,09 4
45,54 44,9
40,
30,
2015 2016 2017 2018 2019 2020
==t The level of tax security, % ==t The level of budget security, % The level of budget and tax security, %

Figure 5. Dynamics of the level of budget and tax security of Ukraine in 2015-2020, % (Source: [23; 24, 25])

The results of the research prove that, at the present stage, the need to develop the concept of tax security of the state,
aimed at coordinating the activities of the state in the security sphere, is of strategic importance.

Undoubtedly, Methodical recommendations for assessing the level of Ukraine’s economic security need to be improved in
terms of supplementing it with indicators of the level of tax security of the state and the inclusion of tax security as a
component of the country's financial security.

CONCLUSIONS

Thus, it is proved that the economic and legal justification requires a methodological approach to assessing the state of
budget and tax security of Ukraine in terms of the separation of tax security as a component of financial security of the
state. As the current legislation does not provide for the calculation of tax security indicators, we propose to include in
their list the level of the total tax burden, the level of concentration of tax revenues in state budget revenues, the level of
good faith payment of taxes, the level of tax debt of taxpayers, the level of budget losses from preferential taxation, the
level of effectiveness of the administration of tax payments, the level of shadowing of the economy. At the same time, the
development of the concept of tax security in Ukraine would significantly strengthen the institutional support for the budget
and tax security of the state.
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EKOHOMIKO-NPABOBE OBI'PYHTYBAHHSI METOAUYHOIO NIAXOAY A0 OLIHIOBAHHS CTAHY

BIHODKETHO-NOAATKOBOI BE3MEKN YKPATHU

MeTolo CTaTTi € AOCNiMKEHHS NPOONEMHMX aCNEKTIB EKOHOMIKO-NPaBOBOro 06rpyHTyBaHHS METOAMYHOMO NiaxoAy A0 Oui-
HIOBaHHS CTaHy 6toKeTHO-NoAaTKoBOI 6e3nekun YkpaiHu. Y AocnigkeHHi 3aCTOCOBYETbCA METOL eKOHOMIYHOrO aHanisy,
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OIHAHCOBO-KPEAUTHA AIAMbHICTb: MPOBIEMW TEOPIT TA MPAKTUKM
Tom 2 (43), 2022

Ha yHKUiOHyBaHHs 6l0akeTHO-NoAaTKoBOI cdepun YkpaiHW. YHacniaok HeedeKTUBHOI peanisauii 610fkeTHOI Ta NoaaTKo-
BOI NONITUKM BNPOAOBX TPMBANOrO Yacy CMOCTEPIra€ETbCs MOripLUeHHs CTaHy (iHaHCOBOI KOMMOHEHTU €KOHOMIYHOI 6e3-
neKkv AepXkaBu Ta NosiBa AeCTPYKTUBHMX MPOLIECIB i ABULL, B €KOHOMILi KpaiHW. 3Ba)kaloumn Ha TaKy CUTyauito Ta NopyLUEeHHS
MaKpOEKOHOMiYHOI CTabinbHOCTI, 0coBMBOI akTyanbHOCTI HabyBa€ HEOOXiAHICTb BYACHOIrO pearyBaHHS, MOMepemKeHHs
BHYTPILUHIX Ta 30BHiLUHIX pU3WMKIB i 3arpo3 H1oKeTHO-NOAATKOBIN 6e3MeLl, @ TAaKoX 3axXMCTy HalioHanbHUX iHTepeciB aep-
XaBu y iHaHCOBIl cdepi. BogHouac nparHeHHs 3abe3neunTu cTabinbHWii pO3BUTOK BHOKETHO-MOAATKOBOI cchepu 3yMo-
BMIOE HEOOXIAHICTb nepernsigy MeTOAMYHOro iHCTPYMEHTapilo OUiHIOBaHHS piBHA OloMKeTHO-MoaaTkoBoi 6e3neku, Lo
CBOEI Yeproto noTpebye nepernsgy YMHHUX MeTOAMYHMX peKoMeHAaLl WoAo po3paxyHKY PiBHS eKOHOMIYHOI 6e3mneku
YKpaiHu Ta iX AONOBHEHHS iHANMKaTOpaMu NoAaTKoBOi 6e3nekn. CTaE 04eBMAHMM, WO 3abe3neyeHHs Ta 3MiLHEHHS 6roake-
THO-NOAATKOBOI 6e3nekn YKpaiHW € O4HWUM i3 NPIOPUTETHUX 3aBAaHb AEPXXaBHOI MOMITMKK, WO M aKTyanisye TeMy Aochi-
IDKEHHSI. Y CTaTTi BUSHAYEHO CYTHICTb BIODKETHOI Ta NOAATKOBOI 6e3nekn AepxkaBu, iX B3aEMO3aNeXHICTb Ta B3aeMO0OY-
MOBJ/IEHICTb, OKPEC/IEHO OCHOBHI Npobnemn 3abe3neyeHHs 610oKETHO-NOAATKOBOI 6e3nekn YKpaiHn, po3rnsHyTo HopMa-
TMBHO-MpaBoBe 3abe3neuveHHs1 6e3nekn GloaxeTHO-NOAATKOBOI cdhepu. MNpoBeaeHO AOCNIMKEHHS 3arpo3 i pu3uKiB Ans
610KETHO-NOAATKOBOI 6€3MNeKN B KOHTEKCTI BUSHAUYEHUX iHAMKATOPIB. 3AICHEHO OLIHKM METOAMYHOMO NiAXoAy A0 OLiHIo-
BaHHS PiBHS1 BIOKETHO-NOAATKOBOI 6€3nekn AepXxaBu, NpoaHanizoBaHO METOAMKY PO3PaxyHKY BaroBux KoedilieHTiB Ta
iHTerpanbHoOro iHaMkaTopa 6roaKeTHO-NoaaTKoBoI 6e3nekn. CucTeMaTM30BaHO OCHOBHI MiAX0AM A0 OLHIOBAHHS PiBHS Mo-
[aTKOBOI 6e3rekn Ta 3amnpornoHOBaHO PO3paxyHOK ii iHAMKATOPIB. I3 METO MOCUNEHHS IHCTUTYUIMHOrO 3abe3neyYeHHs
6104KeTHO-NOAATKOBOI He3MeKkn 3anponoHOBaHO po3pobieHHs KOHLENLUiT NoAaTKoBOI 6e3neku aep>xaBu Ta AOMOBHEHHS
YUMHHUX MeTOoANYHUX PEKOMEHAALN LWOA0 po3paxyHKy piBHS €KOHOMIYHOT 6e3neku YKpaiHv NoaaTKOBOK KOMMOHEHTOIO.

KnrouoBi cnoBa: 610axeTHO-NoaaTkoBa 6e3neka, piBeHb 6e3mneky, iHAMKaTopK1, aABOKATCbKA AisNIbHICTb, IHCTUTYLHO-
npaeoBe 3abe3neyeHHs
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