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Abstract. There are modern problems concerning influence of the shadaw econ- -
omy on the formation revenues. of the General budgel, systematization structuring
components, which form the shadow economy, reasonable factors of influence of the
shadow economy on revenues; systematization methods of determination of the
shadow eéconomy in the context of national and international experience,
methodological approach- to assess the impact of the level of shadow economy on
revenues of the General budgez, the forecast of lost revenues of the General budget
on the basis of extrapolation in the work:
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I. © " Imtroductioi

The development of the economy is influenced by extemal and internal factors. One
of them is the impact of the shadow economy on the formation of revenue. It proves
relevance of the research topic, which is particularly important in the context of
overcoming the crisis and to stabilize the budget system. The Problems of analysis of the
shadow economy in general and its impact on the formation of the General budget are re-
searched by such scientists as F. Schneldcr [11M. Friedman [2] J. Thomas [3] S. Varnaliy
[4] V. Ym‘ynets [51V. Dadalko [6} N. Skvortsov (7 V. Popo'uc: 18] and others,

- lI ‘ Problem

‘ Deveiopment of methodologlcal pnnc:ples, creatxon " of practical
recommendatmns to assess the impact of the level of shadow economy on revenues
of the General budget.

v IH Results

* Analysis and systematization of »scientiﬁc_iiew's on the interpretation of the term
«shadow economy» has allowed to formulate the anthor statement which, in our opin-
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ion, is the most exhaustive. The shadow economy is an economic activity of busi-
nesses and. individuals that direct to generate revenues and meet human needs. [t is
characterized by uncontrollable processes of producnon, distribution, exchange and
consumption and doesn’t take into account in official statistics. Such structuring
components as forms {criminal, not. legal, illegal, informal, not official), types (inter-
nal and external, intentional and unintentional, individual and collective), shapes
(second, gray, black), groups (one-time, seasonal, permanent) belong to the structural
elements of the shadow economy (fig. 1).
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Fig. 1 - Systematization of structuriﬁg components of the shadow economy

. This is systematization of the definition of the shadow economy in the context
of national and interniational experience. Scientists distinguish such methods: stric-
tural, integral, special methods and methods of specific indicators (direct, indiféct),
the method of soft modeling, the method of sustainable relationships, the method of
hidden variables and an approach, which is based on the differences between statis-
tics indicators of GDP in context of revenues and costs. The level of the shadow
economy is calculated on the basis of several methods: financial, monetary method,
«Expenditures of Individuals — retail trade», electric method in Ukraine.

The factors of influence of the shadow econormy on government revenues are
grounded in the investigation: economic (financial crisis, the high level of taxatxon)
social (low standard of living, high unemployment), legal (fow level of equipment of
law enforcement agencies, the low level of legal culture, weak training of workers of
law enforcement institutions), institutional (corrupt public services of various gov-
ernment structures, the use of state property organizational structures for receiving
infofmal private income by government officials and managers). And there are fac-
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tors-thiat influénce on the shadow économy: subjective (falling-off of production or
crisis in defining sectors of economics, shortcomings in the current models of compe-
tition}, objective (existence of socially active group of people who violate the legisla-
tion in order to obtain.certain economic benefits) (fig. 2).

The factors of influence of the shadow economy on budget revenues
Y X

Economic: finangial crisis, the high level of taxation; a large number and complex

- mechanism' of calculating the tax, establishing preferential conditions of functioning
enterprises, the desire of entrepreneurs to receive excess profits, business relationship
with criminal structures - -

'So'bi'kiz' tow standard of living,
high unemployment; tendency
part of population to receive il-
legal revenues, unequal dlsmbu—
tion of GDP

Legal: low level of equipment
of law enforcement agencies;
the low level of legal culture;
weak training of workers of law
enforcement institutions; imper-
fect legislation

Budget
Tevenues

‘Institational: corrupt public services of various government structures; the use of ‘state
property organizational structures for receiving informal private income by government
officials and managers; opportunity to lobby own interests of entities in state institutions

Fig. 2 — The factors of influence of the shadow economy on budget revenues
[9-11] :

There is estimation the impact of the level of shadow economy on the formation
of general budget in Ukraine in the confext of the study. The data for further analysis
is presented in Table 1.

‘There is information on the amount revenues of General budget, tax and non tax
revenues, tax on income, value added type tax, corporate Income tax in percent of
GDP in order to bring data in comparative form in the work. :
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Table 1 —~ Dynamics of the Consolidated Budget GDP, level of shadow
economy in 2003-2011 [12 15] .

Indlcator Years R - e .

2003 | 2004 [ 2005 2006 | 2007 2008 [2009 [2010 [2011
Government 75,3 92,5 1342 1171,8 |219,9 | 2979 |288,6 | 3144 |3983
revenues of the
General Budget,
billion hr.,
including ‘
tax revenues, biflion ' ) :
he. 544 1651 {982 1251 1612 12272 12081 |2345 |3346 |
corporate income | B - ' B
tax, billios by, 13,3 1162 1235 1261 [343 |48 1332 |402 |55 |
value added type ] . ] L T
tax, billion hr, 12,7 167 {34 503 |s94 |921 |86 |865 1302
tax op _income, . e T
billion hr. 13.5 . 1132 17,3 1229 34,7 45.9° 1444 509 60,1
non tax revenues, ER ‘ : R -
billion hr. 18,2 236 31,8 412 486 (603 738 73,6 59,7
capital tax, billion - - IR
hr. 1.8 2,5 128 33 64 - 169 38 - 132 24
social contribution, : . ) -
billion hr. |- - 1,3 22 |37 3,3 2,3 2,8 1,2
other  revenues, ' ST ' N
billionhr. 09 (13 “fo1. 1o o 0 {06 103 0,4
GDP, biltionhr. | 267,3 1345,1 | 441,5 | 5442 [ 7207 | 948,1 {913,3 | 1082,6 | 13166
Level of shadow | 39 28 29 36 28 34 39 38 34
econotmy, % GDP

1t is possible to assess the impaet of the level of shadow economy on budget
revenues through the use of economic-mathematical methods of correlation and re-
gression analysis. The dynamics of general budget and the level of shadow economy
are presented in Fig. 3. Overall, there was the gradual growth of government reve-
nues of the General Budget from 92.5 billion to'398.3 billion: and the level of shadow
economy ~ from 28% to 34% of GDP for the period 2004-2011 {12-15]. The sharp
increase of the level of shadow economy led to a decrease of tax revenues, capital
taxes, social contribution and other revenues in 2009-2010. This tendency is showed
the deviation of enterprises from paying tax to the General Budget. The results of the
analysis showed that a gradual increase of the level of shadow economy led to a
gradual increase of government revenue of the General Budget in general and in the
context of its components.
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Flg. 3 The dynara:cs of the shadow economy and the components ot' Genera!
budget, % of GDP (calculated according to the [12—15})

But with a s:gmﬁcant growth of thc shadow economy they observed a sharp de-
crease of shadow economy of the General Budget. The increase of the shadow econ-
omy led to a décrease of revenues by reducing non tax revenues, corporate income
tax, tax on income, capital tax and social contribution. As a result it is necessary to
calculate ‘the amount of lost government revenues of the General Budget taking into
account the level of shadow economy by the followmg formuia

fr#=z<'ﬁt><!t?<%z3s f e

, where Ty~ lost government revenues of the General Budget Tz., — real gover-
ment revenue of the ‘General Budget in context of its -components (tax revenue, cor-
porate income tax,.tax on income, value added type tax, capital tax and social contri-
bution); k. — the level of shadow.economy in the t-th year; @, - coefficient of the in-
fluence of the level of shadow economy on goverment revenue of the General Budget
in the context of the components (coefficient of the influence of the level of shadow
economy on revenues evaluated on the basis of correlation and regression analysis).

The influence of the level of shadow economy on tax revenues is 0.11, on the

value added type tax is 0,05, on corporate income tax is 0.57, on tax on income is
0.71, on tax revenues is 0.57, on capital tax is 0.54, on social contribution is 0.58.
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According to the calculations in general the lost government revenue of the State
Budget is 151.84 billion, including tax revenue — 56.31 billion. (corporate income tax
— 55.41 billion, value added type tax — 9.63 billion., tax on income — 73:32 billion),
non tax revenues — 83.51 billion, capital tax — 5.86 billion., social confribution — 6.16
for the period 2003-2011%.

Calculated revenues (T, ) have the following form:

T, = 2‘- G+ T, ' )

We shows the actual and calculated indicators of general budget (accordmg to
the formula 2) in general and in the context of components (tax revenue, corporate
income tax, tax on income, value added type {ax, non.tax revenues, capital taxes, so-
«cial cont:nbunon) in the work.

There is calculation the share of lost revenues of GeneraI budget in adjusted
revenues. According to the calculations the share of lost revenues of General budget
in adjusted revenues is 6,67 % in 2003, 6,15 % ~ 2004, 9,05 % — 2005, 12,09 % —
2006, 14,42 % —~ 2007, 22,14 % — 2008, 26,65 % — 2009, 29,82 — 2010, 24,76 % -
2011 vear. 1t should be noted that the value of this indicator increased from 6.76% to
24.76% during the period, which is a bad thing and shows increasing the shortage in
the revenues of General budget. There-is decreasing lost revenues of General budget
in calculated revenues from 29.82 to 24.76 % in 2011 compared to 2010. The largest
part-of the lost revenues of general budget in adjusted revenues were in 2010 (29 82
%), the lowest — in 2004 (6,15 %).

There is a forecast of lost government tevenue of the General Budget based on the
basis extrapolation for 2012-2014 years (Fig.-4). They forecast the growth of lost tax.
revenue (26,13 % GDP), corporate income tax (25,03 % GDP), tax on income (34,15 %
GDP), value added type tax (4,54 % GDP), non {ax revenue (37,75 % GDP), capital tax
(2,45 % GDP), and social contribution (2,99 % GDP) before 2014 year. I

The results of the forecasting emphasize expert evaluation of deterioration of fi-
nancial stability, sequestration of real government revenues of the General Budget for
the next three years due to the recession of the economy of Ukraine and to the in-
creasing of the level of shadowing. The necessity of strengthemng measures against
the shadow economy is proved in the following directions in Ukraine: strengthening
the financial security and monitoring money laundering, development and implemen-
tation of the annual programs of struggle with shadow e"(:oﬂomy, combating with vio-
lations, increasing the transparency of government, nnprevmg the leglslatxon with the
purpose of decreasing of the level of shadow economy. :
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IV. Conclusmns

There are- certain results of our mvesngatlon There is proposition author
definition: «shadow economy» is an economic activity of businesses and individuals
that.direct to generate revenues and meet human needs; it is characterized by uncon-
trollable processes of - production, disttibution, exchange aud consumption and
doesn’t take into. account the official statistics. There are analyzation and systemati-
zation structuring componenis such as forms (criminal, not legal, illegal, informal,
not official), types (internal and external, intentional and unintentional, individual and
collective), shapes (second, gray, black), groups (one-time, seasonal, permanent) be-
longto* the structural elements. of the shadow economy. The factors of influence of
the shadow economy on government revenues are grounded in the investigation: eco-
nomic (financial crisis, the high level of taxation), social (low standard of living, high
unemployment), legal (low level of equipment of law enforcement agencies, the low
level of legal:culture, weak training of workers of law enforcement institutions), insti-
tutional (corrupt public services of various government structures, the use of state
property organizational structures for receiving informal private income by govern-
ment officials and managers) and factors that influence on the shadow economy: sub-
jective (falling-off of production or crisis in defining sectors of economics, shortcom-
ings in.the current models of competition), objective (existence of socially active
group of people who violaie the legislation in order to obtain certain economic bene-
fits). There is systematization of the definition of the shadow economy in the context
of national and international expericnice. Scientists distinguish such methods: struc-
tural, integral, special methods and methods of specific indicators {(direct, indirect),
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the method of soft modeling, the method of sustainable relationships, the method of
hidden variables and an approach, which is based on the differences between statis-
tics estimates of GDP by revenues and costs. The level of the shadow economy is
calculated on the basis of several methods: financial, monetary method, «Expendi-
tures of Individvals ~ retail trade», electric method in Ukraine.

There is proposition methodical approach to assess the 1mpact of the level of
shadow economy on budget revenues (tax revenue, corporaté incomie tax, tix on in-
come, value added type tax, non taX revenues, capital taxes, social contribution)
through the use of economic-mathematical methods of correlation and regression
analysis. There is.identification of coefficients of the influence of the level of shadow
economy on tax revenues (0. 11), on the value -added fype tax (0 05), on corporate in-
come tax (0.57), on tax on income (0.71), on tax revenues (0. 57), on-capital tax
{0.54), on social contribution (0.58). According to the calculations in gcnera] the lost
government revenue of the General Budget is 151.84 billion, including tax revenue —
56.31 billion. (corporate income tax — 55.41 billion, value added type tax — 9.63 bil-
lion., tax on income — 73.32 billion), non tax revenues — 83.51 billion, capital tax —
5.86 biliion., sociat contribution — 6.16 for the period 2003-2011's. We calculated ad-
justed indicators of General budget in general and in the context of components (tax
revenue, corporate income tax, tax on income, value added type tax, non tax veve-
nues, capital taxes, social contribution) in the work.

There is a forecast of lost government revenue of the General Budget based on the
basis extrapolation for 2012-2014 years. The results of the forecasting emphasize ex-
pert evaluation of deterioration of financial stability, sequestration of real government
revenues of the General Budget for the neéxt three years due-to the recession of the
economy of Ukraine and- to the increasing of the level of shadowing: The necessity of
strengthening measvres: against the shadow econoiny is proved in the following direc-
tions in Ukraine: strengthening the financial sécurity and monitoring money :launder-
ing, development and implementation of the annudl prograims of struggle with shadow
economy, combating with violations, increasirig the transparency of government, im-
proving the legxslatmn with the purpose of decreasmg of the Jevel of shadow economy.
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