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The purpose of this study is to examine the development of the tax administration system, identify current
challenges and substantiate ways to improve it, taking into account international experience and modern
digital technologies. Research methods: the article uses the following general scientific methods of
research: observation and description and theoretical methods: analysis, generalisation, explanation, as
well as systemic, functional, specific sociological. The research is based on the study of the regulatory
framework of Ukraine and the European Union, recommendations of the Organisation for Economic Co-
operation and Development (OECD), analysis of court practice in the field of tax disputes, as well as
statistical materials on the efficiency of tax administration. The study applies general scientific methods of
analysis and synthesis, a comparative legal approach to the analysis of tax systems of foreign countries,
system analysis and the method of legal modelling. The results obtained show that over the past ten years,
the tax administration system has undergone significant changes caused by the introduction of digital
technologies and automation of control procedures. In particular, many countries have introduced
automated platforms for tax risk assessment, which has significantly reduced tax evasion. Ukraine has also
implemented a number of reforms aimed at simplifying tax procedures, developing electronic services and
ensuring transparency of tax authorities. At the same time, challenges remain, including insufficient
integration of tax databases, limited international exchange of tax data and the complexity of tax
administration for small and medium-sized businesses. The results obtained can be used as a basis for
developing innovative approaches to reforming tax administration and improving the efficiency of tax policy
in Ukraine. Discussion: tax administration plays a leading role in ensuring the stable functioning of the
modern tax system, as it is aimed at efficient management of tax revenues and strengthening the fiscal
sustainability of the state. In the context of globalisation, digital transformation of the economy and growing
tax competition between countries, there is a need to improve tax administration mechanisms. At the same
time, tax authorities face challenges such as tax evasion, the expansion of the shadow sector and the need to
harmonise tax legislation in line with international standards.
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Problem statement and its relevance. Tax ad- istration directly affects the stability of the econo-
ministration is a key element of the functioning of my, the investment climate and the level of taxpay-
the tax system of any state. It ensures the imple- ers’ trust in government agencies.
mentation of tax policy, control over the timely and The current challenges in tax administration are

full fulfilment of tax obligations and the formation related to several key issues:
of budget revenues. The effectiveness of tax admin-
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1. Expansion of the shadow economy and tax
evasion through the use of business schemes.

2. The lack of a unified automated tax control
system, which complicates the monitoring of finan-
cial flows.

3. Low efficiency in the administration of tax
audits, in particular due to corruption risks and in-
sufficient digital tools.

4. Inconsistency of national tax legislation with
international standards, which creates additional
risks for business and complicates integration into
the global economy.

In analysing modern scientific approaches, it is
worth noting that one of the key mechanisms of ef-
fective tax administration is the principle of due dil-
igence. This principle requires taxpayers to comply
with standards for verifying the good faith of coun-
terparties and proper documentation of the actual
conduct of business transactions. However, due to
the lack of a clear regulatory framework for this
principle in Ukrainian legislation, there are difficul-
ties in law enforcement, which, in turn, leads to an
increase in the number of tax disputes.

In this regard, there is a need to conduct a com-
prehensive study of the development of tax admin-
istration, to examine current issues and identify ar-
eas for improvement based on the best international
practices.

Analysis of research and publications on the
issue. The issue of tax administration is actively
studied by both Ukrainian and foreign scholars. The
reports of the Organisation for Economic Coopera-
tion and Development (OECD) [1] and the Europe-
an Commission [2] discuss the current processes of
digital transformation of tax authorities, as well as
the importance of automated tools for improving
the efficiency of tax revenue management. Consid-
erable attention is paid to tax risk assessment tech-
nologies, which are actively implemented in devel-
oped countries to identify tax evasion. In their
works, M. Christenson [3] and G. Laien [4] empha-
sise the importance of ensuring tax transparency
and adapting international taxation standards. Their
research shows that the use of automated control
systems helps to reduce the level of corruption and
increase the efficiency of tax services. In the na-
tional scientific literature, the issues of tax admin-
istration are covered in the works of O. Nikitin [5],

T. Vasylenko [6] and S. Goncharenko [7]. The re-
searchers focus on the need to adapt Ukrainian tax
legislation to international standards, in particular
in the areas of transfer pricing and value added tax
administration.

Special attention is paid to the principle of due
diligence in the works of V. Kovalenko [8] and in
the analysis of the case law of the Supreme Court
of Ukraine [9]. According to these sources, the
principle of due diligence is an important tool for
ensuring effective tax control, but its regulatory
consolidation in the Ukrainian legal field remains
insufficiently systematised.

Domestic scholars pay considerable attention to
the issues of modernisation of tax administration,
especially in the context of its harmonisation with
international standards. In particular, V. Moroz in
his work [10] examines the role of the principle of
due diligence in the structure of tax administration.
The article examines the legal content of this prin-
ciple, the specifics of its application in Ukrainian
court practice and focuses on the need for its clear
consolidation in the provisions of the Tax Code of
Ukraine. The author emphasises that the principle
of due diligence is an effective tool for preventing
tax evasion and promotes transparency of the tax
administration system.

The purpose of this article is to study the de-
velopment of tax administration, to identify the cur-
rent challenges faced by this system today, and to
outline the areas for its improvement, taking into
account international experience and the potential
of digital technologies.

Summary of the main research material. Tax
administration is a key tool for ensuring the finan-
cial stability of the state, effective control over the
timely receipt of taxes and implementation of tax
policy. The historical development of this area can
be divided into three stages.

The first stage was traditional (until the 1990s),
when administration was carried out manually, re-
porting was submitted on paper, and control was
carried out without modern analytical tools.

The second stage - the automation stage (1990s -
2010s) - is characterised by the introduction of
computerised systems, the transition to electronic
declaration and automated tax accounting.
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The third stage is the digital transformation
(from the 2010s to the present), which actively uses
artificial intelligence technologies, big data analysis
and automatic tax risk monitoring systems.

According to the OECD (2023) [1], the full im-
plementation of digital technologies in tax admin-
istration can reduce the duration of tax administra-
tion by 60%, which significantly reduces the cost of
tax control for states.

Thus, the digitalisation and integration of intel-
ligent technologies into tax administration is a sig-
nificant step towards the modernisation of
Ukraine’s fiscal system and the strengthening of its
statehood.

Despite the reforms, the tax administration sys-
tem in Ukraine remains inefficient, which negative-
ly affects the country’s investment climate. Accord-
ing to experts, this situation contributes to the high
level of the shadow economy: in 2024, the shadow
sector accounted for up to 47% of GDP [2]. The
biggest problems are observed in the retail sector,
where the share of shadow turnover reached 70%,
and in the construction industry - about 50%.

In addition, the lack of automation of inspec-
tions and financial control in general is a significant
problem. Ukraine still does not have a single digital
platform for monitoring tax risks, which creates the
basis for corruption. Another barrier is the com-
plexity of tax administration for entrepreneurs: ac-
cording to the World Bank Doing Business [3],
Ukrainian companies spend an average of 328
hours per year on tax compliance, which is several
times higher than in the EU.

In addition, the problem of non-compliance of
tax legislation with international standards remains
relevant. In particular, in 2024, the European Union
called on Ukraine to implement BEPS (Base Ero-
sion and Profit Shifting) rules to prevent tax eva-
sion.

All of these problems can be solved by introduc-
ing modern digital technologies, as demonstrated
by international practice.

Developed countries are actively implementing
automated solutions to improve the efficiency of
tax control. In particular, big data analysis and arti-
ficial intelligence technologies are actively used to
improve monitoring processes.

For example, the UK has implemented the Con-
nect system, which analyses information from more
than 30 sources, including banking operations, fi-
nancial transactions and tax returns. This has re-
duced tax fraud by almost 50% [4].

Germany has an effective digital audit system
that allows for automated audits of companies’ ac-
tivities and at the same time reduces administrative
costs for tax audits by 35%. France uses blockchain
technology to monitor the payment of value added
tax (VAT), which helps prevent tax fraud worth
about €5 billion annually.

Based on the fact that Ukraine has significant
technical and intellectual potential for the imple-
mentation of similar technologies, but currently
does not have a comprehensive strategy for the dig-
italisation of tax administration. Ukrainian public
administration requires the application of the due
diligence principle as an element of tax administra-
tion.

Today, legal practitioners are constantly discuss-
ing this principle as one that requires not only legis-
lative development but also practical application.
The legislator does not clearly regulate the concept
of due diligence, but it is clear from the current
rules that a taxpayer must use due diligence in
proving his innocence, for which he is responsible.
Pursuant to Article 4 of the Tax Code, the legislator
does not consider this principle. It is logical based
on the commentary of the current rules. Thus, we
believe that due diligence is a legal prerequisite for
obtaining tax benefits. It is clear that a bona fide
taxpayer should take care to prepare an evidence
base that would confirm the exercise of due dili-
gence when choosing a counterparty. In our opin-
ion, a violation of tax legislation at any stage of ful-
filment of a tax obligation is sufficient to conclude
that the actual and declared tax consequences of
transactions are inconsistent with tax accounting.
We are confident that the regulatory introduction of
the due diligence mechanism in Ukraine will signif-
icantly reduce tax violations through automated
counterparty verification, as well as further harmo-
nise legislation with EU standards, and lead to few-
er litigations between businesses and tax authori-
ties. Thus, in the European legal system, the princi-
ple of due diligence obliges companies to check
their counterparties, which helps to reduce the risks
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of tax evasion. Unfortunately, in Ukraine, this prin-
ciple is not regulated by law, which leads to a large
number of tax disputes. In its decision of 7 July
2022 in case No. 160/3364/19, the Supreme Court
of Ukraine emphasised the importance of this prin-
ciple in tax relations [5].

Based on the above, there is a need to outline ar-
eas for improving tax administration in Ukraine.

We propose to carry out these reforms in three
main areas. First, the active introduction of digital
solutions in tax control through the use of artificial
intelligence technologies and services to analyse
tax risks, both in processes and in specific cases,
and the automation of counterparty verification
through a single digital platform.

Second, an important element is the optimisation
of tax procedures. This includes simplification of
VAT administration through automated registration
of tax invoices; reduction of tax audits through ana-
Iytical risk assessment algorithms.

Thirdly, harmonisation of legislation with the
European Union is necessary and overdue. This is
being done by the Ministry of Finance of Ukraine,
which has endorsed and is implementing the BEPS
directives on combating base erosion in terms of
corporate income tax [6]. Another aspect of this
process is to increase liability for breaches of due
diligence.

The results of the study confirm that tax admin-
istration is a key mechanism for implementing the
state’s tax policy, which affects fiscal stability, the
level of tax discipline and the overall competitive-
ness of the national economy. The analysis of cur-
rent trends shows that the efficiency of tax admin-
istration is determined by the level of digitalisation,
automation of control and legislative harmonisation
with international standards. Despite the reforms
implemented in Ukraine, significant challenges re-
main, including: a high share of the shadow econ-
omy - in 2024, the level of shadow economy is es-
timated at 45-47% of GDP, which significantly re-
duces tax revenues and impedes the stable devel-
opment of the economy; insufficient digitalisation
of tax administration - the lack of a unified auto-
mated system for monitoring tax risks complicates
effective control and facilitates corruption; com-
plexity of tax administration for business - signifi-
cant time spent on tax procedures, which exceeds

similar indicators of the EU countries, creating ad-
ditional barriers to business activity; inconsistency
of tax legislation with international standards - lack
of implementation of the OECD and BEPS direc-
tives, which are basic for developed economies [7].

International experience shows that tax admin-
istration efficiency can be improved by implement-
ing Big Data, artificial intelligence, automated tax
risk analysis systems and digital audit. Successful
practices in the UK, Germany and France show that
digitalisation of tax control can reduce tax viola-
tions by 30-50%, which directly increases the level
of voluntary tax payments.

Conclusions. We believe it is necessary to pay
special attention to the principle of due diligence,
which plays an important role in shaping responsi-
ble tax behaviour and reducing the risks of tax eva-
sion. Its implementation at the legislative level will
contribute to the transparency of tax relations and
harmonisation of Ukraine with EU tax regulations.

Given the current challenges, the further devel-
opment of tax administration should be focused on
the digital transformation of the control system,
improvement of tax audit methods, legislative har-
monisation with international standards and devel-
opment of tax compliance mechanisms.

Further research in this area will make it possi-
ble to formulate evidence-based recommendations
to improve the efficiency of tax administration, re-
duce the shadow economy and ensure transparency
of tax liabilities.
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Memorw yb020 00CHIONCEHHA € aHANi3 PO3GUMKY CUCEeMU AOMIHICMPYBAHHA NOOAMKIG, GUABTIEHHS
NOMOYHUX BUKTIUKIE MA OOIPYHMYBAHHA WINAXIE ii 600CKOHANEHHS 3 YPAXYBAHHAM MINCHAPOOHO20 00CBIOY
Ma CyYyacHux yu@posux mexnonoeit. JJocniodcenns IpYHmMyemvcsa Ha GUEYEHHI HOPMAMUBHO-NPABOBOI ba3uU
Yrpainu ma Eegponeticokoco Coiozy, pexomenoayi Opeanizayii eKOHOMIUHO20 CRIGPOOIMHUYMEA MaA
poszeumxy (OECP), ananisi cydoeoi npaxmuku y cghepi nodamkosux cnopie, a maxojic CmamucmuyHux
mamepianie  wooo  epekmusHocmi  AOMIHICMPY8AHHS NOOAmMKie. Y — 00CniONCceHHI  3ACMOCO8AHO
302AIbHOHAYKOGT MEMOOU AHANI3Y MA CUHmMe3y, NOPIGHATLHO-NPAGOSUL NIOXI0 00 AHANIZY NOOAMKOBUX
cucmem 3apyOICHUX KpaiH, CUCMEeMHUU aHaniz ma Memoo npasosoeo Mmooemosanus. Ompumani
pe3yavmamu  ceiowams, WO 3a OCMAHHI 0ecsimb POKI6 CUCeMA AOMIHICMPY8AHHsT NOOAMKI6 3A3HAAA
SHAYHUX 3MIH, CHPUYUHEHUX 6NPOBAONCEHHAM YUDPOBUX MEXHON02Il Ma A8MOMAMU3AYIEI0 KOHMPOLbHUX
npoyedyp. 3oxkpema, bazamo Kpain 3anposacunu asmomMamu306ani niam@opmu 0as OYiHKu HOOAMKOBUX
PUBUKIB, W0 00360UN0 3HAYHO 3MEHWUMU YXUTLEeHHSA 8I0 cnaamu nodamkis. Ykpaina maxooc enposaduna
HU3KY pehopm, CnpaMOSAHUX HA CHPOWEHHS NOOAMKOBUX NPoyedyp, PO3GUMOK eIeKMPOHHUX Cepsicie ma
3a0e3neueHHss npo3opocmi pobomu nooamKosux opeauis. Boowouac 3anumiaromscs GUKIUKUY, 30Kpema
HedoCmamHsi iHme2payis NOOAMKO8UX 643 OAHUX, OOMENCEHUL MINCHAPOOHUTL OOMIH NOOAMKOBUMU OAHUMU
ma CKIAOHICMb NOOAMKOB020 AOMIHICMPYSAHH OIS MAn020 ma cepedHbo2o Oiznecy. Ompumani
pe3yibmamu  MOJNCymb  Oymu  UKOPUCMAHI SIK  OCHO8A Ol PO3POOKU  THHOBAYIUHUX NIOX00i8 00
pepopmysanus no0amKo8020 AOMIHICMPY8AHH MA NIOBUWEHHS epeKmUBHOCMI NOOAMK080I NOIIMUKY 6
Yrpaini. Q62080penns: nooamkose aominicmpysanus sidiepae nposiony poiv y 3abesneuenti cmadiibHo2o
@DYHKYIOHYBAHHA CYHACHOT ROOAMKOB0I cucmemu, OCKIIbKU 80HO CHPSIMOBAHe HA ehekmusHe YNpaguinHs
NOOAMKOBUMU HAOXOONCEHHAMU MA 3MIYHEHHS Qickanvrol cmitikocmi depocasu. B ymosax enobdanizayii,
yugposoi mparcghopmayii ekOHOMIKU Ma 3pOCMArOyoi NOOAMKOB0I KOHKYPEHYIi Midc KpaiHamu eUHUxac
nompeba 6 YOOCKOHANIeHHI MeXauizmie aoMiHicmpyeanHs nooamkie. Boowouac nodamkoesi opeanu
CMUKAIOMbCA 3 MAKUMU BUKIUKAMU, K YXULEHHS 610 CHAAMU NOOAMKI8, PO3UWUPEHHS MIHbOBO2O CEKMOpY
ma HeoOXiOHICb 2apMOHI3ayii NOOAMK08020 3aKOHO0ABCEA BIONOBIOHO 00 MINCHAPOOHUX CIAHOAPMIE.

Knwuogi cnoea: aominicmpysanns nooamkie; nooamkoge npago, no0amrko8a NONIMuKd, eghexmusHicmy
QickanvHoi cucmemu; 2apmMoHizayis 3aKOHOOABCMEA;, NOOAMKOBUL KOHMPOJb, NOPYUIEHHS NOOAMKO8020
3aKOHO0A8CMEA; NOOAMKO8A ONMUMI3AYIs, QICKATIbHA NOIMUKA, NPUHYUN HATLEHCHOL 00AUHOCHI.

Cmamms naditiuina 0o peoaxyii 02.05.2025

IOpuouunui éicnux 2 (75) 2025 127



