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FISCAL REGULATION OF NATIONAL
ECONOMIES' SUSTAINABLE GROWTH

Introduction. Even under the conditions of harsh coronacrisis load, modern fiscal policy in market economy
states is aimed at regulation of distribution of resources between private and public sectors with the minimum
impact of either inflation or deflation fluctuations on the producers’ price index.

Problem Statement. The state’s moves that mobilize market potential, should include the elements of tax and
budgetary reforms, that are linked to the complex of actions that are aimed to halt the growth of money supply.

Purpose. To identify the main directions of a systemic governments’ fiscal functions strengthening, primarily,
in countering the destabilization threats in the presence of dynamic phenomena of globalization, crisisgenity and
their further multiplication.

Materials and Methods. The methods of position-time situational analysis and synthesis have been used; the
dynamics of statistical macroeconomic indicators (GDP) within the framework of various systematic model as-
sessments of the tax reform impact have been compared.

Results. Both the positive and the negative experience of implementing programs for international financial
institutions and governments of different countries aim at achieving the goals of full employment and sustainable
development with the help of tax and budgetary means of demand management and established monetary lever-
ages have been considered. Recommendations for strengthening of regulatory fiscal tools on Ukraine’s socio-
economic system (SES) stability growth have been justified in the light of current trends of change management,
especially against the background of COVID-19 pandemic.

Conclusions. Rational tax policy shall provide for the improvement of legislative mechanisms in combination
with the formation and use of costs, stimulating the saving of resources with a view to their best practical use.
Mandatory payments shall come from sources of business income rather than from capital, because the use of the
latter for paying taxes is contrary to the interests of investors and the goals of sustainable reproduction.

Keywords: fiscal regulation, deglobalization, taxation, debt, savings, investment, and reforms.

The boundaries of financial globalization delineate the space of business activity of na-
tional economies through a set of monetary property contractual relations. According
to experts, the current regulatory paradigm for comprehensive development provides
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a "new context" for the interaction of economic
agents [1]. The protection of domestic producers
at the state level may be accompanied by the ap-
pearance of signs of general deglobalization, which
in the future is likely to lead to certain restric-
tions on the movement of transnational capital,
with all related consequences. In the 21 century.
the modern world will pass through a rather dif-
ficult period of transformations. Anti-crisis mea-
sures in each country should take into account
the differences in fiscal, monetary, and social po-
licies, as well as stability resources of the real and
the financial sectors. Deficit-ridden national bud-
gets that do not contain an institutional compo-
nent of development become catalysts for the
consumptive model of economy, escalate inflation
and import growth, and worsen the current ac-
count balance. The equalized fiscal system is one
of the main conditions for a sustainable repro-
duction. Both the overestimation and underesti-
mation of the importance of the financial system
and instruments of fiscal and monetary policy are
equally dangerous for national economy and ad-
equate living standards. Therefore, the protec-
tion of national interests in these areas guaran-
tees the state’s ability to effectively form, protect
against excessive depreciation, and to rationally
use financial resources for developing the socio-
economic sphere and servicing institutional com-
mitments. Peculiarities of public management
within the framework of modern global and na-
tional financial relations crucially depend on the
chosen forms of taxation, as well as on the types,
amounts, and methods of tax preferences. His-
torical world and domestic experience has shown
that the global environment, against the back-
ground of accelerating overall financialization
and the need to achieve the UN Sustainable De-
velopment Goals, will require harmonization of
fiscal functions in government regulation based
on the principles of justice, equality, neutrality at
both macro and micro levels. This is especially
important in the current unpredictable crisis as-
sociated with the COVID-19 pandemic.
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The classic of global capitalism J. Soros rightly
emphasized that the economy should be market one,
while the state and the society should be social
[2, p. 159]. Without solving social problems, eco-
nomic development is hampered by dropping re-
productive potential, narrowing the national mar-
ket, and decreasing its role in the system of global
competitive space [3]. An unexpected decline in
Ukraine's economy in 2020, as well as an extreme-
ly unfavorable forecast for the medium term cau-
sed mainly by an adverse impact of quarantine re-
strictions because of the COVID-19 pandemic [4]
require the development and implementation of
unprecedented state anti-crisis measures, includ-
ing fiscal ones. Many scholars are known to think
that a fiscal program should result not only in the
withdrawal of a certain part of income, but also in
the solution of social problems. In particular, A.
Wagner put forward a socio-political theory that
taxes, along with the financial function, could be
used for regulatory intervention in the turnover
of newly created value so as to ensure compliance
with the principles of justice for different seg-
ments of the population [5]. According to re-
searchers [6— 8], an efficient fiscal policy should
focus on counteracting imbalances in national
socio-economic systems. Therefore, to assess the
fulfillment of resource revenue components of
budgets at all levels and the further formation of
sources of income, it is extremely important to
constantly monitor the overall economic balance.
It is implied that under the influence of external
and internal risks, there are a growing threat of
destabilization of market contracts and unfore-
seen fluctuations in the flow of goods and servi-
ces. The conceptual foundations of general equi-
librium analysis have led to the development of
theoretical and empirical simulations that link
the aspects of consumption and production. In
the 1970s and 1980s, J. Wally and J. Chauvin,
based on the applied model of the general equilib-
rium of the US economy for assessment of fiscal
changes, showed differences in the impact of sales
taxes imposed on either manufacturers or con-
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sumers, depending on varying structure of trade
in certain goods, on international trade [7]. Un-
doubtedly, it is quite difficult to rely upon practi-
cal estimates obtained as a result of adopted fore-
casting standards. However, regular monitoring
of the relationship between changes in taxes, tar-
iffs, and competitiveness of national economies is
essential for management decisions in the spheres
of public finance and international trade in terms
of economic development. Modern researchers
have emphasized an extreme importance of such
approaches to analyzing the impact of the dyna-
mics of export sector quantitative indicators on
wages and taxes [7, 8]. Thus, public policy should
always focus on assessing the interplay between
fiscal effects and economic situation, as taxes of-
ten pose unforeseen risks in the view of financial
implications of distortions in investments and in
the balance of labor supply and demand.

According to J.M. Keynes, the government
shall influence the market in order to increase de-
mand, because, in his opinion, overproduction
trends have always been among the most impor-
tant factors of economic crises [9]. He suggested
to use the tools of fiscal policy as follows: if the
economy declines because of a low aggregate de-
mand, it is necessary to increase government ex-
penditure and to reduce taxes, and, conversely,
if the aggregate demand is too high, the govern-
ment should cut expenditure while strengthening
tax burden. Thus, in the opinion of J.M. Keynes,
taxation as a component of the national fiscal en-
vironment can be used not only as a way to with-
draw money from various areas of business to re-
plenish the budget, but also as a tool to mobilize
and to concentrate resources for comprehensive
regulatory influence on market parameters, inclu-
ding the stability of economic growth [9].

To stabilize economic systems, in particular
while implementing anti-inflationary measures,
from the standpoint of neoclassical theory, it was
proposed to combine the recommendations of mo-
netarists on monetary regulation with such a con-
ventional approach as granting businesses with
fiscal relief [10]. The proponents of the theory of
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supply considered it necessary to provide support
for involuntary mechanisms of reproduction in the
framework of the freedom of private business [11,
12]. Opportunities for economic growth used to
be considered in a functional relationship with the
accumulation of capital resources: first, by means
of internal resources obtained from capitaliza-
tion of share of profit, and secondly, by means of
borrowed funds.

The likely effects of capital gain taxation on the
formation of a certain net income rate motivate
owners to make decisions that affect the move-
ment and distribution of assets. A. Harberger,
M. Scholes, and M. Wolfson note that mandatory
payments to the state from financial outcomes of
corporations significantly affect their behavior
reducing the net income of not only business bene-
ficiaries, but also all capital owners [13 —15]. Ac-
cordingly, assuming that in some sector of econo-
my, in the process of capitalization of resources,
there are fluctuations in the tax burden, the as-
sets are likely to move to other areas of business
activity, in any case, changing the profitability of
manufacture and services. J. Slemrod and other
researchers pay special attention to the distribu-
tion of income tax burden in the process of capital
movements in international trade [16, 17]. The
main factors influencing this indicator include:
first, whether the country of taxation is an expor-
ter or importer of capital; second, the level of risk
and diversification of investment portfolios, in-
cluding in terms of the foreign-to-domestic assets
ratio and the rules of offsetting foreign payments
to the budget against domestic tax liabilities (if
taxes are paid in jurisdictions where tax rates are
much lower than in the country where the value
added is created); third, how the tax burden on
labor is distributed depending on the residence of
the employees. The issue of integration of mone-
tary and budgetary policies given the unity of the
Sustainable Development Goals of the country
has been in the focus of many foreign and domes-
tic scholars [18—27].

The new economic policy of the United States
of America has confirmed the pessimistic assess-

ISSN 2409-9066. Sci. innov. 2020. 16 (5)



Fiscal Regulation of National Economies’ Sustainable Growth

ments of well-known researchers [28] concerning
the prospects of the global economy and world
monetary and financial systems (WMFS). Among
the main causes of its malfunction are the follo-
wing ones:
¢ a privileged position of the dollar-centric mo-
del as a trigger of financial crises, information
asymmetries, and diverse configurations of the
global debt pyramid,;
¢ systemic shortcomings in the regulation of the
intermediary financial sector, which has led to
the emergence and rapid deployment of trends
in overconsumption, advanced growth of real
income, cheap loans, and growing social in-
equality;
¢ mass involvement in global market relations,
including the high-tech segment, of emerging
market economies, when the created and opera-
ting institutions of economic innovation are
often threatened by inertial components of the
dominant model of financial stabilization, which
violates the paradigm of economic growth.
"Tramponomics” has confirmed the need to
further increase the efficiency of international re-
gulatory institutions. First of all, it is a matter of
directing program documents towards realizing
the purposes of full employment and steady de-
velopment by means of tax and budgetary tools of
management of demand and the established le-
vers of the international lending, and towards
achieving a monetary balance of national BOPs
(Balance of Payments). In addition, in order to
ensure compliance with the principles of justice
in the international relations of economic enti-
ties, it is necessary to rely on improved approa-
ches to trade stimulation, including the applica-
tion of customs tariffs. This is especially impor-
tant given the introduction by the United States
of additional fiscal burden in trade relations with
the EU, Canada, and China. A clear illustration
of such trends was the final document of the G20
summit in Hamburg (July 2017), in which there
was no traditional requirement for the member
states to counter protectionist measures. Rele-
vant changes in the positions of governments
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because of the strong immigration crisis have
been also reported in many Western European
countries.

From the standpoint of economic agents, bea-
rers of interests of international organizations,
for example, in debt policy, it is necessary to get
rid of significant amounts of unproductive, but ne-
cessary public expenditure, including in the field
of life support. This means, in such cases there
may be a political trilemma of the world economy
and financial globalization [29—31], when the suc-
cess of simultaneous implementation of democra-
tic principles and progress of sovereign nations,
along with civilization hyper-globalization, not al-
ways are confirmed by specific sustainable growth
scenarios. In this context, the modern researchers
have drawn attention to the problem of choosing
the forms of regulatory government intervention
in the market relations, in particular, while intro-
ducing the stabilization measures [32—34].

The purpose of this research is to substantiate
the relevant recommendations for Ukraine con-
cerning the government influence on increasing
demand, creating conditions for stabilizing the ba-
lance between production growth and consump-
tion through a sustainable development-oriented
fiscal system and social benefits. Because of the
unprecedented consequences of the world econo-
my destabilization in 2020, the demand for sys-
tems of response to the risks of various global im-
balances is getting higher at all management le-
vels. Therefore, the main task is as follows: on the
basis of world experience to develop and to imp-
lement national algorithms for combatting unde-
sirable consequences, unforeseen sharp changes
in macroeconomic indicators, employment rate,
and exchange rates. Much attention is to be paid
to the levers of regulation of the fiscal environ-
ment and the tax burden, which allow strength-
ening the competitiveness of all components of
national SES based on its structural adaptation
within both short-term and strategic prospects.

In the classical interpretation of modern re-
searchers, globalization is an infinite number of
sets of separate, often contradictory agreements

23



lefymenko, T.

in the space-time spheres of exchange of goods
and services [35, 36]. Therefore, the level of invol-
vement of a state in global processes is determined
by the growth of localized supply chains of multi-
national corporations (MNCs) in individual juri-
sdictions and their coverage of global markets.

We share the opinion of the world expert com-
munity that further prospects for economic deve-
lopment require the creation and consistent imp-
lementation of a comprehensive program to re-
duce the gap in the population welfare between
the so-called "golden billion" and "poor" count-
ries that differ in income of different social stra-
ta [37]. Endless imbalances [38] within many pro-
cesses of economic globalization in transition eco-
nomies and emerging markets, including Ukraine,
are accompanied by a wide range of unfavorable
consequences:
¢ growing various risks for sustainable develop-

ment of sovereign states, as a result of weake-

ning competitiveness, factors of financial depen-
dence, suppression of domestic markets, deepe-
ning social injustice, rising unemployment, etc.;

¢ increasing threats of environmental degrada-
tion, expansion of the shadow sector of the eco-
nomy, the adverse impact of corruption, the
emergence of institutional conflicts between
the requirements of economic globalization
and social, cultural, mental traditions of many
countries;

+ widening gap between poor and rich countries,
as a result of economic globalization that mul-
tiplies world poverty.

Attempts to protect national producers at the
government level are accompanied with the res-
toration of previously eliminated hidden trade bar-
riers. The emergence of new and strengthening
of existing supranational regulators makes it pos-
sible to continue harmonizing the regulation of
the global movement of labor, as well as tangible
and intangible assets. According to the IMF, in
2020, the world economy may fall by 4.9%. The
experts have suggested that in the global scale,
Ukraine’s economy may be considered one of the
most affected by the coronavirus because of fi-
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nancial destabilization, capital outflows, reduced

exports, etc. [39].

In recent years, the tax burden in European
economies has decreased, while government ex-
penditure on investment projects and social bene-
fits has increased, and measures have been intro-
duced to support liquidity in the banking sector.
In this regard, the formation of early warning sys-
tems for economic and financial fluctuations, the
key parameters of which should be information
support, transparency, and accountability, has be-
come especially important for the "reset" of fiscal
and monetary management mechanisms. Among
the main factors determining the success of anti-
crisis regulation, the most important are the quali-
ty of fiscal institutions and macroeconomic poli-
cy, the structural characteristics of the economy,
the exchange rate regime, the control of indica-
tors of financial stability and fiscal consolidation.
In particular, the role of the Council and the Euro-
pean Commission in monitoring the implementa-
tion of appropriate procedures has been strength-
ened. Pursuant to Cl. 126 of the Treaty on the
Functioning of the European Union, the Member
States shall avoid excessive government deficits,
so the Commission shall monitor the develop-
ment of the budgetary situation and of the stock
of government debt in the Member States with a
view to identifying gross errors. In particular, it
shall examine compliance with budgetary discip-
line on the basis of the following two criteria:

(a) whether the ratio of the planned or actual
government deficit to gross domestic product ex-
ceeds a reference value (3% of GDP), unless:

o cither the ratio has declined substantially and
continuously and reached a level that comes
close to the reference value,

¢ or, alternatively, the excess over the reference
value is only exceptional and temporary and
the ratio remains close to the reference value;
(b) whether the ratio of government debt to

gross domestic product exceeds a reference value,

unless the ratio is sufficiently diminishing and
approaching the reference value at a satisfactory
pace (60% of GDP).
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Council Regulation No. 1177/2011 provides
that the excess of a government deficit over the
reference value shall be considered exceptional,
when resulting from an unusual event outside the
control of the Member State concerned and with
a major impact on the financial position of gen-
eral government, or when resulting from a severe
economic downturn. The Regulation introduces
a new benchmark for reducing the gross govern-
ment debt: the ratio of the government debt to
GDP shall be considered sufficiently diminishing
and approaching the reference value at a satisfac-
tory pace if the differential with respect to the
reference value has decreased over the previous
three years at an average rate of one twentieth
per year as a benchmark, based on changes over
the last three years. Also the rate of fine for non-
compliance with these requirements has been es-
tablished (it shall comprise a fixed component
equal to 0,2 % of GDP, and a variable component
that depends on the government budget fulfill-
ment) [40, p. 35, 39].

In order to strengthen integration in the eco-
nomic and fiscal spheres in 2012, the EU Member
States made the Treaty on Stability, Coordina-
tion, and Governance in the Economic and Mo-
netary Union (hereinafter, the Treaty) [41]. It
has not been signed by the two EU countries, UK
and the Czech Republic. According to the Treaty,
the structural government deficit should not ex-
ceed 0.5% of GDP at market prices. This norm on
the maximum level of structural government de-
ficit, as a rule, has been introduced into national
legislations of the EU Member States. The Treaty
provides for the creation of a centralized correc-
tion mechanism that is automatically used in
the case of exceeding the limit of 0.5% of GDP
for the structural deficit. The benchmark for gross
public debt remains at 60% of GDP. Where the
ratio of the general government debt to gross do-
mestic product at market prices is significantly
below 60 % and where risks in terms of long-term
sustainability of public finances are not high, the
lower limit of the medium-term objective can
reach a structural deficit of at most 1.0 % of the
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gross domestic product at market prices (Artic-
le 3.1 of the Treaty).

The European Court has been given the right
to impose fine on EU Member States for breach
of the criteria set by the fiscal pact. According to
Cl. 260 of the Treaty on the Functioning of the
European Union, the Commission brings a case
before the Court. The amount of fine may not ex-
ceed 0.1% of the GDP of a Contracting Party that
breaches the benchmarks approved by the pact.
The amounts imposed on a Contracting Party
whose currency is the euro shall be payable to the
European Stability Mechanism. In other cases,
payments shall be made to the general budget of
the European Union (Article 8.2 of the Treaty).

As of March 1, 2013, financial assistance un-
der the European Stabilization Mechanism is pro-
vided subject to ratification of the Treaty and
transposition of the rules of the fiscal pact into na-
tional law. This document contains updated re-
gulatory indicators, as well as excessive deficit
procedure (EDP). Factors influencing the choice
of characteristics of the rate of achievement of
certain results, in addition to the level of natio-
nal debt, include the costs associated with popu-
lation aging. The strengthening of fiscal rules,
besides to the thresholds set stage by stage for a
certain period, provides for the harmonization of
accounting and statistics, as well as the right to
review procedures and fines for non-compliance,
including in the case of technological errors in
developing and applying information criteria to
thresholds of analytical data. According to IMF
experts, in the crisis of 2020, the emerging mar-
kets have been affected by several adverse desta-
bilizing factors. Due to a high probability of lo-
sing external debt financing opportunities, there
will be a need for widespread use of debt restruc-
turing procedures. Therefore, it is obvious that
the existing rules of monitoring and debt settle-
ment will require unprecedented adjustments [42].

The practice of financial management necessi-
tates the adoption of government decisions on
the sources of budget resources for development,
economic modernization, implementation of struc-
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tural or social reforms, the consequences and ef-
fects of which are expected to manifest themse-
Ives in medium- or long-term period. In the con-
text of the crisis that has erupted, it is extremely
important to anticipate scenarios of long-term
non-compliance with fiscal rules in conjunction
with adjustments to macroeconomic forecasts.
In our opinion, the further progress of the in-
stitutional framework for the interaction of fiscal
and monetary policies depends on the functional
mechanisms of delegation of powers to the rele-
vant management structures. Therefore, the role
of coordinated norms and rules, which shape the
managerial behavior of passive or active nature
increases. In this context, it should be assumed
that growing performance of central banks, as
their independent status strengthens, can be seen
as a challenge for fiscal policy makers in terms of
their degree of autonomy. In our opinion, this sta-
tement is relevant, given the current state of af-
fairs in our country. Monitoring or advisory ac-
tivities of Independent Fiscal Institutions (IFIs)
or councils that exist in certain countries are gen-
erally not accompanied with statutory establi-
shed oversight functions. Today, the limits of re-
gulatory powers of budget and fiscal structures
are much narrower than the scope of competence
of central banks, for example, in terms of supervi-
sion and law enforcement while setting interest
rates. In the countries similar to Ukraine, econo-
mic reform programs should be based on studying
the best world practice of delegation of rights and
responsibilities, as well as their further harmo-
nization in space and time. in order to ultimately
obtain a synergistic effect from their interaction.
This allows the relevant government agencies to
address the problems related to inflation targeting
and public debt control, while maximally keeping
accountability, with a focus on unified, manage-
able, and transparent databases. Given that the
national economy is below the potential level (a
negative GDP gap will most likely be observed
by 2021), in our opinion, a restrictive fiscal poli-
cy may become a limiting factor for economic
growth in Ukraine. It should be borne in mind
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that the devaluation of the real effective exchan-
ge rate and the equalization of the trade balance
have created the preconditions for the growth of
government expenditure multiplier. The govern-
ment debt can be reduced to 35% of GDP in 2030
if the budget deficit and the fiscal incentives in-
crease, at least, until the end of the negative econo-
mic cycle. It should be noted that in Ukraine the
general government deficit in 2020 will be equal
to 8.2% of GDP (as compared with 2% of GDP,
in 2019) and will significantly lag behind that in
advanced economies. At the same time, in emer-
ging markets, in 2020, the average deficit will be
10.6% of GDP and increase by 5.7 percent of GDP
as compared with the previous year [39]. Given
the current state of the national economy; it is ne-
cessary to stimulate the growth of demand and
GDP, which creates space for greater use of mo-
netary mechanisms of economic growth. In order
to implement adequate measures and to avoid in-
formation asymmetry, it is extremely necessary to
further standardize dimensions of fiscal environ-
ment. After all, the debt of previous years formed
by previous governments exerts "pressure” on
the fiscal policy of the current government. The
latter shall respond simultaneously and approp-
riately to: the "fiscal past”; the current problems
of the budget period; the medium-term goals and
assessments of macroeconomic preconditions for
their achievement; and the development factors
and possible challenges in the long run. Given a
significant dependence of the SES of Ukraine on
the external situation, the coordinated monetary
and fiscal components appear to be key tools of the
government countercyclical strategy. Along with
enhancing the National Bank's independence and
focusing its actions on promoting financial sus-
tainability and stable of the government anti-inf-
lationary policy, strengthening the organizational
framework of monetary and fiscal branches of eco-
nomic power is the most important factor for suc-
cessful reforms in Ukraine. In the case of excessi-
vely tight or lenient fiscal policy on government
borrowing, monetary regulators will be forced to
take compensatory measures in the medium term.
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Fierce debates over Brexit, Britain's withdra-
wal from the European Union, have shown that
a strong form of integration can be seen by sove-
reign entities as devaluing the rights of nations
because of many problems. This country with a
fairly open economy has always advocated the pre-
servation of general rules of the global trade or-
der, when tariffs should be regulated against the
background of the harmonization of standard ru-
les. At the same time, the transition to a more pro-
tectionist system of contractual relations is like-
ly to be difficult for the United Kingdom inde-
pendent of the EU. Being specialized mainly in
services, this country has always been an equal
party to preferential trade agreements with the
European Union and other partners. It is likely
that in the future, given the relatively fragmen-
ted order of trade, the UK, as a medium-sized
country, may face many problems related to the
loss of lucrative contracts, since trade negotia-
tions in the field of intangible operations may get
more complicated.

Discussions on the division of powers between
governments and EU structures have highligh-
ted an excessive centralization of management
functions by the Pan-European administration,
including in the area of fiscal regulation. The chan-
ges in the foreign economic policy, as well as the
fiscal reforms introduced at the end of 2017 in the
United States, according to the Trumponomics
Strategy (USA) [43], have led to a decrease in
the global foreign direct investment (FDI) by
13% as compared with the previous year, in 2018.
The negative dynamics of this indicator for the
third year in a row were caused mainly by a large-
scale repatriation of accumulated foreign inco-
me of U.S. multinational corporations. The reduc-
tion in the intensity of global FDI flows in the
first half of 2018, mainly as a result of U.S. fiscal
policy (40% less than in the same period of 2017)
was partially remedied in the second half of the
year by increasing business activity [44].

In absolute terms, the global FDI flows have
continued to decline in recent years reaching USD
1.3 trillion, in 2018 [45]. Cross-border mergers
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and acquisitions (M&A) increased by 18%, due to
U.S. MNCs that had not been burdened with tax
liabilities at the previous level any longer and used
the liquidity potential of their foreign affiliates.
In 2019, FDI increased in advanced economies,
as the fiscal reform in the United States has vir-
tually exhausted its potential in terms of trans-
ferring resources to the national economic envi-
ronment. The announced intentions to increase
completely new investment projects in the future
also strengthened the potential for FDI growth,
despite the fact that their costs in 2018 increased
by more than a third, as compared with a relati-
vely low level of 2017. However, despite the abo-
ve mentioned factors that are likely to have favo-
rably affected the forecast of trends in the global
FDI, in 2019, they amounted to USD 1.426 tril-
lion, which was below the average for the last de-
cade (however, it increased by 9.7% against the
previous year [46]). According to the most opti-
mistic scenario of the OECD forecast for 2020,
the global FDI will fall by 30% [46]. In general,
today we are witnessing the reformatting of the
world labor division, when it is extremely diffi-
cult to predict the probability of the nature of
"supply chain" failures. Because of the coronavi-
rus pandemic, even successful corporations stop-
ped manufacturing production of goods and ser-
vices. Because of the border closure, countries
need to move to the policy of self-sufficiency.
The interests of big business and capital in the
context of adapting to new conditions of repro-
duction require strengthening the role of govern-
ments and intergovernmental unions in control-
ling the continuous accumulation of financial as-
sets, increasing human and intellectual capital,
and raising public wealth through fair taxation.
The liberalization of global financial markets and
the trend towards an asymmetric increase in ex-
ternal financing of national economies as com-
pared with self-financing put many countries, es-
pecially transition economies, at a real threat of
chronic debt dependence, global financial imbal-
ance, and economic degradation. This situation
has been partly caused by the growing trend of ca-
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pital outflows from emerging financial markets
to stable and super-developed markets, such as the
United States, the UK, Germany, Switzerland,
and Japan [47].
Mandatory payments make it possible to con-
centrate taxpayer funds in national budget and to
direct them to solving national economic prob-
lems, both industrial and social ones. According-
ly, sources of funding large R&D, economic, and
comprehensive targeted programs aiming at the
development of industrial and social infrastruc-
ture are formed. In addition, by means of taxes,
the government regulates consumption. In joint
study by Urban-Brookings [48] and the J. Whar-
ton Center of the University of Pennsylvania [49]
described in the review published on the eve of
the last presidential election in the United Sta-
tes (2016), the researchers and practitioners in
public finance management made a comprehen-
sive analysis of proposals for changes in the U.S.
fiscal policy. While assessing the expected conse-
quences of fiscal introductions, the authors used
a short-term Keynesian model [50, 51] and an ab-
stract approach to forecasting and modeling an
exogenous economic growth with an emphasis
on the dynamics of consumer behavior of indivi-
duals!. Their focus is Trump's reform program [52]
in terms of fiscal introductions related to the
simplification of administration and changes in
the legislation concerning the fiscal relationship
between government and business, which pro-
vides for:
¢ reducing tax rates, cancelling personal privi-
leges;
¢ improving the methodology for calculating the
taxable amount by increasing the standard de-
ductions while limiting their specification, in
particular, materially revising the rules that
govern the procedure for referring interest on
loans to expenses;

¢ stimulating rational choice and decision-ma-
king on new investments by corporation ma-
nagement.

! Penn Wharton Budget Model (PWBM).
28

Because of a significant reduction in tax bur-
den on income of economic agents, the estimates
have made it possible to assess the impact of int-
roductions on the budget indicators.

First of all, an inevitable decline in federal re-
venues both in the first and in the second post-
reform decades has been projected. At the same
time, expected behavioral reactions of taxpayers
(how they perceive the cancellation of tax prefe-
rences and the enhancement of potential for sa-
vings and investments in the conditions of redu-
cing marginal tax rates on income and capital
gains) have been assessed. As a result, positive mac-
roeconomic shifts will contribute to GDP growth
in the short run. At the same time, the streng-
thening of trend towards growing federal debt is
also possible. Accordingly, costs of servicing go-
vernment borrowings are expected to increase,
which, in turn, will restrain the pace of macroe-
conomic dynamics. Rising budget deficits are li-
kely to lead to higher interest rates and the risk of
squeezing investments out.

The researchers emphasize that the estimates
are quite approximate. According to them, they
will fluctuate significantly, as political reforms in
the framework of the "Trumponomics" plan shall
be clarified in terms of the degree of sensitivity
of intentions of businesses and individuals in the
field of savings, investment, and labor supply to
changes in the government policy. Therefore, the
impact on GDP may vary in both short and long
term. Increasing tax revenues is ensured in seve-
ral items of the new economic plan, and the inten-
tion to consolidate expenditure may nullify some
or all adverse effects of the growing deficit [52].

Table shows the estimates of the impact of fis-
cal reforms on the GDP dynamics in the United
States [53] and the comparison of actual, expec-
ted, and forecast data as of January 2020, August
2020, and 2016.

Table shows that GDP growth used by re-
searchers in modeling the impact of U.S. fiscal
system reforms in 2016 was estimated at +1.7 p.p.
and +1.1 p.p. based on the Keynesian and the
PWBM models, respectively (see lines 7, 9 of
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Table). The experts from the J. Wharton Center
(see line 9 of Table) have suggested that changes
in the fiscal legislation may have a negative effect
in the form of reducing GDP to the projected
value by —0.3—0.5 p.p. in 2025-2026 and up to
—4.0 p.p., in 2036. However, as of January 2020,
the statistical data have confirmed the assump-
tion of researchers that the macroeconomic effect
of changes in the U.S. fiscal system is likely to ex-
ceed many expectations. Table shows that the ad-
justed GDP values have exceeded not only the ini-
tial forecast by + 0.8—2.9 p.p. (see line 4), but al-
so the estimates based on the Keynesian and the
PWBM models by + 0.8—2.6 p.p. and + 0.2—2.4 p.p,,
respectively. According to the data available at
the beginning of 2020, only in 2017, there was re-
corded a negative (—0.5 percentage points) devia-
tion from the GDP forecast based on the Keyne-
sian model (the actual value is USD 19.519.4 bil-
lion versus the forecast of USD 19.620.0 billion).

Rapid changes in the world situation as well as
in national economies have led to the fact that
the data, which the world analytical community
saw as quite plausible at the beginning of this
year, were denied in the course of further events.
Working on the article, the author had to change
his own assumptions several times according to
various forecast sources. As of August 2020, the
revised estimated values of GDP (billion USD)
are listed in line 11 of the Table. It is worth no-
ting that these estimates are to some extent more
pessimistic than those published in May 2020.
Thus, if all forecasts from 2020 to 2024 predicted
positive GDP growth, in August 2020 the situa-
tion is expected to deteriorate sharply (—6.9 per-
centage points from estimates of 2016). The Table
shows that in 2021—2024 we can predict modera-
te economic growth. However, it is possible that
in autumn, when this publication will be issued, if
the most pessimistic views on the second wave of
the COVID-19 pandemic come true, the data gi-
ven in lines 11—13 of the table may be irrelevant.
The same applies to analytical data presented in
the work on the basis of the source [39], as the
next issue of this authoritative publication will
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come out in October 2020. This analysis contains
many methodological innovations and, of course,
from a scientific point of view, they will be used in
the future. However, it should be noted that, given
the US presidential election in autumn of 2020,
it may be necessary to assess the impact of likely
changes in tax reform strategy through new deci-
sions on the socio-economic course of the United
States and other countries.

It should be noted that the estimates of the im-
pact of reforms on the tax burden distribution
have been reduced by the majority of experts to
the statement that households with the highest
income will get the highest benefits in both abso-
lute and relative terms.

In terms of simplifying fiscal administration,
it is expected that the implementation of the
updated Internal Revenue Code in the United
States may have some advantages but, at the sa-
me time, may need to address many issues. For
example, the significant increase in the standard
deduction and the cancellation of privileges will
ease the requirements for accounting and repor-
ting, which consequently will significantly simp-
lify fiscal administration procedures and balance
the interests of the government and the taxpayers
in terms of liability for tax accrual and payment.
For many corporations, the possibility of cost clas-
sification depending on the choice of investment
strategy, as well as the removal from the law of
certain costs for the determination of taxable
amount will also significantly facilitate accoun-
ting and tax administration procedures.

However, along with reducing the tax burden
and simplifying the administration, some compo-
nents of the reform are associated with certain
difficulties. In particular, the new rules will re-
quire the adoption of fundamental decisions by
high-income employees, given the institutionali-
zation of the motivation to choose between the sta-
tus of such an employee and the business owner.
The corporations that prefer referring investment
costs to expenses will lose the opportunity to use
current payments for servicing loans in order to
reduce the taxable amount. All this will compli-
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cate making investment decisions. In addition,
incentives are created for the use of comprehen-
sive financing mechanisms that focus investment
and credit activities in the spatial or temporal di-
mension, given both the options for partnerships
and the concentration of strategic initiatives
within individual organizations. The proposed
fiscal relief for child and dependent care will re-
quire parents and guardians to choose from a
much larger number of ways to claim the right to
reduce the tax burden through the application of
new deduction rules and tax credits.

The experts have predicted that the fiscal re-
form introduced in the United States will have a
significant impact on the global economy [54].
After all, the share of this country in the world
economic space is about 1/5.

The innovative corporate tax reform will also
have a significant impact on the U.S. tax compet-
itiveness, as many innovative fiscal provisions
will help attract additional capital resources to
the U.S. economy. The package of fiscal financing
of measures for preventing bankruptcies and kee-
ping the required amount of working capital in all
countries is currently estimated at USD 11 tril-
lion [39], where half is referred to the budget and
tax expenditure. In addition, USD 5.6 trillion is
assigned for providing government guarantees
and loans and expanding the government share
in the authorized capital of corporations. In G20,
the fiscal measures "weigh" about 6% of GDP.
In Ukraine, the Fund for Combatting COVID-19
is almost UAH 65 billion [55]. In the medium
term, because of market fluctuations in quota-
tions and demand for T-bills, the counteraction
to the threat of crisis exacerbations should focus
on supporting the national currency. In addition,
in the conditions of growing budget deficit and
foreign exchange outflow, the access to loans and
their costs will remain problematic for Ukraine.

U.S. corporations will be able to transfer divi-
dends from foreign affiliates to the parent com-
pany with virtually no tax. Because of a sharp
decline in the corporate income tax rate, the int-
roduction of new rules for the formation of the
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taxable amount, the corporations will be inter-
ested in specific changes in the debt policy. In ad-
dition, new tax regulations related to intangible
income of foreign origin will stimulate research
and innovation in the United States to promote
their results abroad and will help reduce the pla-
cement of intellectual property in foreign juris-
dictions.

Following the example of many countries, the
United States is lowering corporate income tax
rates and, in some cases, reducing tax breaks in
order to attract more investments and to create
new jobs. Lower rates and expansion of the taxab-
le amount have been designed to counteract the
international redistribution of profits through
transfer pricing mechanisms and other financial
solutions to save income [56].

Thus, in the future, humanity will be united by
the goals of sustainable convergent and inclusive
economic development. They have been described
in many international documents that show that
to ensure employment and to overcome impover-
ishment are among the main guidelines for sus-
tainable growth in the context of the UN General
Assembly resolution on the final joint document
Transforming our world: the 2030 Agenda for Sus-
tainable Development adopted in September 2015.
To organize counteracting the destabilization po-
tential associated with the unfair distribution of
income requires a high level of coordination ac-
tivity of the world community. Among the main
tasks, there is the need to promote counterbalan-
cing the migration policy, given the interests of
both the host country and the country of origin,
as well as standardization of tax assessment ba-
ses and minimizing the factors for reduction in
tax liabilities and so on.

Ukraine has lost a significant resource for de-
velopment because of shortcomings of both go-
vernment and corporate management. This has
had an extremely negative impact on the invest-
ments and upgrade of industry because of a low
level of profit capitalization, capital outflow to off-
shore, inefficient depreciation policy, fiscal over-
burden of corporations, minimization of public
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investment and excessive consumption of the na-
tional budget, too limited resources, lack of trans-
parency and accountability. which have led to a
significant budget deficit. Along with the lack of
regulation of methodological and practical app-
roaches to the harmonization of fiscal and mone-
tary components of the financial policy, all these
factors have weakened the institutional capacity
of the levers used for balancing the budget deficit
and the total government debt.

Present-day monetary and financial relations
are characterized by the highest level of globali-
zation while maintaining the national form of or-
ganization of monetary and budgetary environ-
ment. Therefore, the network of structural units of
MNCs, their financial and banking units should
be coordinated in such a way as to use fiscal plan-
ning in compliance with the law, as well as to mo-
bilize significant resources for innovative mo-
dernization of production with the help of high
technology.

The existence of a system of institutional pro-
tection, counteracting the fiscal and monetary
stability risks makes impossible any voluntary de-
cisions and actions in the fiscal and monetary
spheres. The level of their integration into the glo-
bal financial market has a significant impact on
the stability of SES. The potential for fair redist-
ribution of resources is closely linked to the orga-
nization and implementation of transparent regu-
latory elements in governance. The systematized
dissemination of the best practices of monetary
and fiscal regulation should be coordinated with
solving problems of universal resource conserva-
tion, development of the national economy towards
scientific and technological progress with the co-
mmercialization of innovations. Transparent crite-
ria for the economic feasibility of budget expen-
diture at all levels should include indicators of
the efficient use of funds in compliance with the
principle of social justice in their distribution.

The peculiarities of the introduction of sup-
ranational fiscal norms and rules and taxation,
should be considered depending on the extent
to which the SES is wholly or partially open. The
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examples from American economic practice have
shown that President Barack Obama focused on
such approaches to the fiscal burden to emphasize
the importance of socializing the fiscal policy, whe-
reas President Donald Trump has been pursuing
a protectionist economic policy that is accom-
panied with increased consolidation of budget
resources, concentration of public revenues and
improvement of the efficiency of their use. At the
same time, the possibilities for reducing and in-
creasing the productivity of all expenditures,
including the military ones, are under conside-
ration.

The role of taxes constantly varies depending
on the characteristics of SES, industry-related
and other realities of development, without in-
terfering with the processes of competitive pric-
ing, the formation of savings and consumption,
the distribution of time between leisure and work,
etc. Even under changing conditions, taxation as
a tool of government policy should not be "politi-
cized", so it is always necessary to ensure a cer-
tain level of tax neutrality in relation to manufac-
turers and consumers, so as not to complicate
economic decision-making. The importance of this
task is constantly growing because of accelera-
ting movement of capital and labor resources in
the global world with a developed information,
telecommunication, and transport infrastructure.
It is increasingly important to take into conside-
ration the growing mobility of taxpayers and new
forms of doing business (e-commerce, Internet ban-
king) and to create communications between tax
administrations of different countries. After all,
because of expanding opportunities for financial
fraud, there is a need for international coordina-
tion of efforts in the fiscal sphere.

In order to ensure the stability of the finan-
cial system, the government policy of Ukraine in
terms of promoting sustainable development of
the country should form a single, well-balanced
complex for the operation of managerial system
and all components of the economic environment.
At the same time, a sharp decline in economic ac-
tivity in Ukraine and extremely unfavorable pro-
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spects against the background of the coinciden-
ce of uncertainties require change management
to focus on reducing the tax burden, improving
the regime of incentives for savings and invest-
ments, simplifying the administration of manda-
tory payments, and adhering to the principles of
neutrality and partnership between government
and business, etc. In this context, it is necessary

to counteract the large-scale outflow of capital
abroad, irrational use of financial resources in the
economy, to prevent corrupt actions and miscon-
duct in financial relations, and to neutralize de-
liberate actions of world economy agents sha-
dow structures that neglect the established norms
and rules within the economic and socio-politi-
cal systems.
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®ICKAJIBHE PETYJIIOBAHHS CTIMIKOTO
HAIIIOHAJIbHOT'O EKOHOMIYHOI'O 3SPOCTAHHA

Beryn. Cyuacny ickaibHy MOMITHKY B KpaiHaX 3 PHUHKOBOIO €KOHOMIKOIO, HABITh 32 YMOBH OOTSKEHHST KOPOHAKPHU30IO, CIIPSI-
MOBAHO Ha PETYJIIOBAHHS PO3IO/IJIY PECYPCIB MiJK MPUBATHUM i IEPKABHUM CEKTOPAMU 3 MiHIMAJIbHUM BILTMBOM iH(pJISI-
HHUX Y gedu AifHIX KOJUBaHb Ha IHAEKC I[iH BUPOOHUKIB.

IIpo6GaemaTuka. /[ii gepxaBu, ski MOGLII3YIOTh IOTEHIIA PUHKY, IOBUHHI OXOILJIIOBATH €JIEMEHTH HOAaTKOBO-OI0/IKET-
HOTO pechOpMyBaHHs, OB I3aHi 3 KOMIJIEKCOM IiJIECIPSIMOBAHNX 3aXO0/IiB 110/10 3HUKEHHS TEMITIB 3POCTaHHs TPOLIOBOI MacH.

Merta. BusHaueHHST OCHOBHUX HAIIpsIMiB CIICTEMHOTO TTOCUJIEHHS (DicKaTbHUX (QYHKITIN OpraHiB BUKOHABUOI BN, Ha-
camiiepe]] y poTuzii 3arposam Jecrabinisaitii 3a HasIBHOCTI IMHAMIYHUX SBUIIL [I06astisaltii, KpU30reHHOCTI Ta IX MoaibIIol
MYJIBTUILTIKAIL].

Marepiamm i MeToau. BikopucTano MeTo/1 MpOCTOPOBO-YACOBOTO CUTYAIITHOTO aHATI3Y Ta CHHTE3Y, a TAKOXK TTOPiBHSIH-
HsI IMTHAMIKW CTATUCTUYHUX MaKpoeKoHoMiuHuX nokazuukiB (BBII) y meskax pisHnx cucteMHUX MOJIETTHHUX OIiHOK BILTH-
BY IIOJIATKOBOTO pehOpMyBaHHS.

PeayabraT. Po3rasanyTo K MO3NTUBHUH, TaK i HETATUBHUH JOCBI YITPOBAKEHHS ITPOTPaM MisKHAPOIHUX (HiHAHCOBUX
IHCTUTYIIIH Ta YPSI/IiB PI3HUX /iepsKaB, CIIPSIMOBAHUX Ha JIOCSTHEHHS TOBHOI 3alTHATOCTI ITPalle3/[aTHOTO HAaCeJIeHHS i CTIHKOTO
PO3BUTKY €KOHOMIKH 3a JIOIOMOTO0) MOAATKOBO-OI0PKETHIX 3aC00IB YIIPAB/IIHHSI IIOMUTOM Ta YCTaJIEHUX TPOIIOBO-KPEIUT-
HuX migoiiM. O6rpyHTOBaHO peKOMEH AN 00 BAOCKOHAJIEHHS PEryIATOPHIX (PICKaIbHUX BasKeJiB 3pOCTaHH CTIKOCTI
COT[iaJIbHO-eKOHOMIUHOI CUCTEMU YKPAiHU 3 YpaxyBaHHSIM CydyacHUX TEHIEHIIN yIIPaBIiHHS 3MiHAMM, 30KpeMa Ha TJIi TTaH-
nemii COVID-19.

BucuHoBku. PamionampHy MOJaTKOBY MOMITHKY CJIiZT OPIEHTYBATH Ha BAOCKOHATEHHS 3aKOHOABYMX MEXaHI3MiB y IT0-
€/lHaHHi 3 (HOPMYBAHHSM Ta PO3IO/IJIOM BUAATKIB, CTUMYJIIOBAHHAM 30€PEKEHHS PECYPCIB 13 METOM iX GiJIbII IPUITHATHOTO
PaKTUYHOTrO BUKopuctants. OG0B I3KOBI IIATEKI MAIOTD CILIAYYBATUCS 3 [IZKEPEJT JOXOiB Cy0 EKTIB rOCIIOapIOBAHHS
Ta He TIOBUHHI CTOCYBATHCS KAIliTauy, 00 CIPSMYBAHHS OCTAHHBOTO Ha CILIATY MOAATKIB CYIIEPEYrTh iIHTEPEcaM IHBECTOPIB
Ta IJISIM CTIHKOTO BiITBOPEHHS.

Kunwouoesi croea: dickaibHe peryoBatHs, geraobanisailisi, OnogaTKyBaHHs1, 00PT, 32011a/KeHHs], IHBECTYBaHHsI, pehopMu.
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