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In Ukraine, the importance of small business for the economy and the need to stimulate it are being realized at the level of both the scientific
community and public administration. The situation with the pandemic has complicated the conditions of functioning of small and medium-
sized busines entities (hereinafter SMEs), but at the same time has justified the need to support it not only in the situation of collapse, but also
as a matter of socio-economic stabilization and the prospect of reducing the unemployment rate. The status and conditions of SME functioning,
its importance in various spheres of economic activity and in the labor market are researched. The emphasis is on modern trends in the func-
tioning of SMEs, financial relations between the State and SME entities. A comparison of classification characteristics of SMEs was conducted in
accordance with the Tax and Commercial Codes of Ukraine. The conditions of operation of small and medium-sized businesses on a simplified
taxation system are compared. The latest legislative changes related to the stabilization policy of the State are taken into account. To identify
the main trends of small business development, an analysis of the dynamics of the quantity, composition and structure of business in terms of
its size, as well as the dynamics of the number of small enterprises and individual entrepreneurs by the largest groups in accordance with the
classification of domestic economic activity in the country was carried out. The significance of SMEs in the employment structure is defined in the
plane of enterprises and in terms of their size; the need to stimulate entrepreneurship in conditions of global instability is proved. A chronologi-
cal analysis of the introduction of fiscal instruments for supporting the State in an emergency situation was carried out. In view of international
experience, alternative quarantine preferences are considered as possible measures of the State support.
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Pyouk H. B. Manuti i cepedHiii 6i3Hec 8 ymosax myp6yneHmHocmi: doceid Ykpainu

B YkpaiHi 3HaveHHs manozo bizHecy 0115 eKOHOMIKU ma HeobXiOHiCmb (i020 CMUMYOBAHHSA YCBIOOMMOMb HA PiBHI AK HAYK08020 Criemo-
8apucmea, max i 0epxcagHo20 ynpasniHHA. Cumyayia 3 NaHOeMIEo YCKAAOHUAA yMOBU (yHKUIOHYBAHHS Cy6’ekmis Man020 ma cepedHb020
bizHecy (dani — MCB), ane 8odHo4ac niomeepduna HeobxioHicmb (1020 NIGMPUMKU He Auwe 8 cumyayii Koaancy, ane i 049 coyianbHo-eKo-
HoMiYHOI cmabinizauii ma nepcnekmueu 3MeHweHHs pigHa 6e3pobimma. Jocaidmyembca cmaH ma ymosu yHKuioHysaHHS MCb, lio2o 3Ha-
YeHHS 8 Pi3HUX chepax eKoHOMIYHOT QisbHOCMI Ma HA PUHKY NMPaui. AKUeHmMyembCA y8aza Ha Cy4acHuUX meHOeHuisx gyHKkuioHysaHHa MCB,
hiHaHcosux 8iOHOCUHAX MiXc epxcasoro ma cyb’ekmamu 2ocnodaptosaHHs MCb. [posedeHo NOPiBHAHHA KnacugikayiliHux Xapakmepucmux
MCB sidnosioHo do [Todamkoso2o ma [ocnodapceko2o Kodekcie YkpaiHu. [opigHAHO ymosu nepebysaHHs Mano20 ma cepedHb020 bisHecy Ha
cnpoweHiti cucmemi onodamkysarHA. [o yeaau 83amo 0CmaHHi 3aKkoH00a8Yi 3MiHU, Wjo noe’a3aHi 3i cmabinizayjitiHoto nonimukoto depasu.
[ina suseneHHs 0CHOBHUX MeHOeHUili po38UMKy Mano20 NidNpUEMHUYMSa nposedeHo aHani3 QUHAMIKU Kinbkocmi, cknady ma cmpykmypu
bi3Hecy 6 po3pisi lio2o po3mipie, a makox OUHAMIKA KinbKocmi mManux mionpuemcms i gisudHux ocib — nionpuemuie 3a HalyucenbHiWuMu
2pynamu 8idnogioHo 0o Knacugikayii 8HympiwHb0i eKoHoMiYHOI dianbHOCMI 8 KpaiHi. BusHayueHo 3HaveHHs MCB y cmpykmypi 3atiHamocmi
8 po3pi3i nidnpuemcme 3a ix po3mipamu ma 0ogedeHo HeobXiOHICMb CMUMY/IIOBAHHA MIONPUEMHULMBA 8 YMOBaX 2106abHOI Hecmabinb-
Hocmi. lposedeHo xpoHonoeiyHull aHani3 esedeHHs 8 0ito hickanbHuUX iHCmpymeHmie nidmpumKu Oepxagu 8 Had3suvalHili cumyauii. 3 eu-
KOPUCMGHHAM MiXHapoOH020 00C8idy po32aaHymo anbmepHAMUBHI KAPAHMUHHI npeghepeHyii K MOMUBI 3aX00U OepHagHOI MomMpuUMKU.
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mall and medium-sized business makes up

the basis for the economy in many countries.

Ukraine used to build its economy on large
industrial complexes, which it inherited from the
Soviet Union. However, the lack of a favorable in-
vestment climate makes Ukraine’s products less
competitive in the world markets, and globalization
and open borders force enterprises to compete for
the consumer in domestic markets. In these condi-
tions, production is reducing, and labor resources
are being released. The latter is also facilitated by
technological development, which allows more effi-
cient use of resources, including employees. That is
why the priority of small and medium business de-
velopment has become an important aspect of the
strategic vision of Ukraine’s economy. The develop-
ment of small and medium-sized business is an un-
employment reduction tool, unemployment being a
key feature of modern economy. In addition, small
and medium-sized enterprises help the founders
realize their entrepreneurial skills; such enterprises
quickly turn to supplying new goods and services,
grab new markets, contribute to the implementa-
tion of scientific and technological development,
thus de-shadowing the economy. The economy of
most modern countries is built in such a way that
population mostly earn income from small and
medium-sized enterprises, though they may form
a much smaller share of the GDP than large-scale
business does. Such countries have long been stimu-
lating the development of small and medium-sized
business, creating tax, credit and other favours.

A significant problem faced by small and me-
dium-sized business in the absence of special tax
conditions is the high impact of semi-fixed costs
of the administration of taxes paid on production
costs and profit margins. In 2020, Ukraine ranks the
65th in the Doing Business ranking [10] as of the tax
system complexity, and Ukrainian tax payers spend
328 hours a year on paying taxes. If a company with
the turnover of UAH 7 million per year (the limit for
group III, set in 2020 and further) has an accountant
in their staff, this fact will increase the cost of the
company’s products by 4% based on the cost of the
payroll being UAH 20 thousand per month, includ-
ing the allowance and profit margin of 20%. With
a decrease in turnover, or an increase in margins,
the impact, respectively, will be more significant.
Besides, in the absence of simplified accounting, the
government would face an increase in the shadow
economy. All these constant problems are intensi-
fied by the lockdown situation.
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The purpose of the research is to reflect the
state and real working conditions of the small and
medium-sized business (hereinafter referred to
as SMBs), on the one hand, and the chronology of
providing state support before and during the lock-
down. According to the purpose of the research, the
following tasks have been identified: to bring the
classifications of small and medium-sized business-
es to a common understanding under the Tax Code
of Ukraine (hereinafter referred to as TCU) and the
Commercial Code of Ukraine; to identify the posi-
tion and analyze the conditions of SMBs function-
ing before the lockdown was introduced; to analyze
the chronology of providing state support before
and during the lockdown.

Depending on the characteristics of the mar-
ket, investment climate and a number of other fac-
tors, researchers and practitioners offer different
variations of improving the state and conditions of
small and medium-sized business in each country.
The problem became acute in the situation of the
epidemic. At the same time, research on the posi-
tive impact of SMBs on financial infrastructure and
the labor market is now becoming increasingly topi-
cal [3; 7]. The simplified taxation system for SMBs
in one way or another also remains important [1;
4; 6; 8]. The impact of the lockdown measures on
the SMBs functioning is currently being studied in
detail by most practitioners and scientists, because
economic stability of not only individual countries,
but of the whole world is at stake now [2; 5; 9].

he introduction of the lockdown measures
has dramatically changed the operating con-
ditions for SMBs. On March 30, 2020, in
order to support domestic business during the lock-
down, the Law "On Amendments to Certain Legisla-
tive Acts of Ukraine Aimed at Providing Additional
Social and Economic Guarantees in Connection
with the Spread of Coronavirus" (COVID-19)" [14]
was adopted, which increased the maximum amount
of income allowed for each of the SMBs groups. Cur-
rent information for April 2020 is given in Tb!. 1.
Table 1 shows that the Tax Code does not op-
erate in the categories of “micro’; “small’, “medium”
and “large” enterprises, setting requirements for tax
groups in accordance with their maximum amount
of income and the number of employees [13]. The
Commercial Code of Ukraine divides these catego-
ries on the basis of these 2 indicators and the ba-
lance sheet assets (Thl. 2).
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Simplified taxation system in Ukraine with changes dated March 30, 2020

Table 1

exceptions

sion of household
services to the popu-
lation

- jewelry, precious
metals and stones
wares

Group | Group I Group Il Group IV
Self-employed
Legal form person (SEP) SEP SEP / legal person SEP / legal person
c,\:lfa;)riglri:z (a/;?fl:g; < 1min UAH <5 min UAH <7 min UAH oo (limited land area)
TCU) B (300 thousand)* (1.5 mIn)* (5 mIn UAH)*
Legal persons - e,
Employees - <10 o0 SEP-0
Sale of goods from With the exception of 75% or more is made
outlets in the mar- the areas: up by agricultural
Additional terms and | kets and / or provi- - real estate; production SEPs

registered in accor-
dance with the Law of
Ukraine "On Farming"

Harmonized tax rate
(Art. 293, TCU)

Up to 10% of the
subsistence level per
month (is set up by
local authorities)

Up to 20% of the
minimum wages per
montbh (is set up by
local authorities)

5% of the income or
3% of the income +
VAT

0.19-6.33% of the
regulatory and mon-
etary valuation of

1 hectars (app/2 acres)

15% of income received above the limit set for the group;
15% of income from activities not listed in the register of harmonized

of land (with index-
ation rates) depend-
ing on the plot’s type

tax payers; (0.19% for perennial
15% of income from activities not provided for the selected group plantings, 6.33% for
protected ground)
Note: The maximum amount of income before the changes dated March 30, 2020.
Source: compiled by the author on the basis of [14; 17].
Table 2
Classification of enterprises by size in accordance with the Commercial Code of Ukraine
Classification Netincome from selling The average number
A Balance sheet assets products (goods, work,
characteristics . of employees
services)
Microenterprises Up to 350,000 Euros Up to 700,000 Euros Up to 10 employees
Small enterprises Up to 4,000,000 Euros Up to 8,000,000 Euros Up to 50 employees
Medium-sized enterprises Up to 20,000,000 Euros Up to 40,000,000 Euros Up to 250 employees
Large enterprise Over 20,000,000 Euros Over 40,000,000 Euros Over 250 employees

Source: compiled by the author on the basis of [12].

he issue of classifying enterprises by size is

debatable, primarily because different agents

suggest different tasks for the classification
system.

Taking into account the average hryvna : euro
exchange rate of 29.16:1 (March 2020, when the
income margins for groups 1-3 were updated),
the maximum net income from selling products
(goods, work, services) for micro-enterprises is
UAH 20.4 million, i.e., almost 3 times the limit of
taxation group 3. That is, and this is very important,
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the Ukrainian legislation only provides a simplified
taxation system for micro-enterprises. At the same
time the stimulation of small and medium-sized
businesses through taxation is not provided, and
this fact, against the background of high tax burden,
encourages companies to use schemes to minimize
and / or evade taxes.

By developing small business, the country re-
ceives an opportunity to realize its innovation po-
tential. Due to the greater flexibility of processes,
a small business responds immediately to changing
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market conditions, giving the economy the neces-
sary flexibility, leading to rapid development. In the
current situation, this is especially important given
the processes of the consumer demand differen-
tiation, technological development acceleration,
growth of the range of the so-called “customized”
goods, which are flexible to the end consumer’s
needs. In the long run, large companies will develop
business models and build processes that can meet
this demand. However, in the short term, this can
only be done by small businesses.

eliable information, namely, the quantitative

parameters of small business development, is

the necessary condition for assessing the in-
dicators of small business development in Ukraine.
Using the data from the State Statistics Service of
Ukraine, we will consider indicators that reflect
the state and dynamics of changes during the busi-
nesses’ activity. In its reports the SSSU relies on the
classification approved by the Commercial Code of
Ukraine (7Thl. 3). As it has been mentioned above,
this classification differs from the criteria identifying
the target group of the simplified taxation system,
thus complicating the analysis process. The available
data make it possible to draw conclusions about the
structure and dynamics of economic activity in the
country, namely, to assess the small business devel-
opment in Ukraine.

Statistics show that since 2010 Ukraine has
seen a systematic decrease in the number of en-
terprises: in general, during the study period their
number decreased by 16% from 2.1 to 1.8 million
enterprises. The largest reduction in percentage
terms has been shown by large enterprises (—24%),
which fact confirms the thesis of the growing role of
small business in Ukraine’s economy.

Another significant fact is the acceleration of
enterprises reduction after 2014, caused by the un-
favorable situation in Ukraine, which was formed
in the Luhansk and Donetsk regions, as well as the
annexation of the Autonomous Republic of Crimea.
The acceleration is significant, even given the fact
that the statistics for the whole period have been
“cleansed” of the effects of the annexation and tem-
porary occupation of the territory, i.e. it does not
include enterprises registered in these areas. At the
end of 2016, small enterprises were still significantly
reducing in number, and as of the end of the year
almost 250 thousand self-employed persons ceased
their activities. Large-scale closure of self-employed
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persons is happening in each region of Ukraine;
in particular, in the Kyiv region 40.6 thousand, or
13.0%, of SEPs have closed, in the Kharkiv region
the figure is 24.3 thousand, or 16.0%, in the Dnipro
region it is 24.7 thousand, or 17.0%. The minimum
number of enterprises for the analyzed period was
observed in 2012, making up 1.6 million, the maxi-
mum was in 2010, making 2.2 million enterprises.
General statistics only show the dynamics of the
number of SEPs, as the minimal figures in the cat-
egory “enterprises” are observed in 2016. Today, the
number of enterprises is close to the average one
with a slight downward trend. Given that statistics
do not operate by the number of “active” enterpris-
es, but by the number of registered enterprises, we
cannot say with reasonable assurance that this is a
reflection of the downward trend in the country’s
economic activity.

characterized by the Classification of Economic

Activities (hereinafter referred to as CEA) as
“wholesale and retail trade; repair of motor vehicles
and motorcycles’, which cover 45% of legal enti-
ties and 49% of SEPs. The second place is taken by
“information and telecommunications” under the
CEA, making 10 and 11%, respectively. It is telling
that the number of SEPs falling under this CEA in-
creased 4 times in 2010-2018: from 42 thousand to
160 thousand [11]. During this period, the number
of legal entities providing information services in-
creased 3 times: from 55 to 175 thousand. Given the
author’s forecast for 2019, the total increase in the
number of enterprises will reach 3.8 times (Fig. I).
These statistics illustrate the positive trend towards
the growth of the IT sector in Ukraine.

It is interesting to mention that real estate
transactions take the second place in terms of the
growth in the number of SEPs (+105%): it is obvious
that the number of estate agents is growing despite
the development of online services in the real es-
tate sector and the general “uberization” of services.
Other sectors that have shown growth are education
and health care. They have long been monopolized
by the state, which has led to a decline in the quality
of services and, with rising incomes, the formation
of a market attractive to private business.

The main reasons for the decline in the small
enterprises and SEPs in Ukraine after 2016 are:
the increase in the amount of payment of the Uni-
fied Social Tax as amended by the Tax Code of

In the sectoral structure, small business is usually
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Table 3

Dynamics of the number, composition and structure of small businesses in Ukraine in 2010-2018,
and the forecast for 2019, thousand enterprises

Including
Enterprises Self-employed persons
Year . . Inall
Medium- ofwhich | OFMed | of gmay | OFf which
Large . Small . um-sized o micro-
sized micro- " entities ",
entities entities
2010 0.6 21.0 357.2 3004 0.4 1804.8 1793.2 2183.9
2011 0.7 20.8 3543 295.8 0.3 1325.6 1313.0 1701.6
2012 0.7 20.2 344.0 286.5 0.4 12348 12243 1600.1
2013 0.7 18.9 373.8 3185 0.4 13284 1318.7 1722.1
2014 0.5 15.9 3246 278.9 0.7 1590.4 1581.0 1932.2
2015 0.4 15.2 327.8 284.2 0.3 1630.6 1626.6 1974.3
2016 04 14.8 291.2 247.7 0.3 1558.9 1553.0 1865.5
2017 04 14.9 3229 278.1 0.3 1466.5 1459.0 1805.1
2018 04 16.1 3394 292.8 0.4 1483.3 1472.0 1839.6
2019*% 0.5 16.5 366.0 317.9 0.5 1427.3 1413.6 1810.8
Average for the 05 175 | 3372 | 2870 0.4 14915 14823 | 18472
period
Minimum forthe |~ , 148 | 2912 | 2477 03 12348 12243 | 1600.1
period
Maximum forthe |, ; 210 | 3738 | 3185 07 18048 | 17932 | 21839
period
Growth index:
2014/2010 0.85 0.76 091 0.93 1.98 0.88 0.88 0.88
2018/2014 0.90 1.01 1.05 1.05 0.59 0.93 0.93 0.95
2018/2010 0.76 0.77 0.95 0.97 1.16 0.82 0.82 0.84
Note: The table shows the forecast based on the linear trend of 2016-2018.
Source: compiled by the author on the basis of [16].
25 23
£ 20 1.9
2 —
S 14
S 15
‘g’
£ _ 0706
0,4
05 01 02 0202 020202 020202 01 020,1
0,0
Trade IT Other services  Science Processing Estate  Other sectors
industry
m 2010 02014 O 2019 (forecast)
Fig. 1. Dynamics of the number of small enterprises and SEPs by sectors, million enterprises
Source: compiled by the author on the basis of [16]
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Ukraine; introduction of a tax on zero income; peg-
ging goods, work and services to the exchange rate
of foreign currency (in particular, the US dollar or
euro) in Ukraine, which led to a significant market
crisis; rise in the inflation rate (dropping consumer
purchasing power, causing a profit slump); excessive
governmental regulation that slows down the de-
velopment of small business; unavailability of bor-
rowing funds, including bank loans. SEPs in retail
(93,438, or 14.0%) and wholesale (17,445, or 15.0%)
trade, warehousing (27,274, or 14.0%) and transport
services (14,977, or 19.0%) were most often closed.
In 2017-2018, the number of small enterprises in-
creased to 322,920 in 2017 and to 339,374 in 2018,
which amounted to 18.0% and 18.6%, respectively,
in the total number of small businesses. The num-
ber of SEPs fell from 1.55 million in 2016 to 1.46 in
2017 and 1.48 in 2018. In the total number of small
businesses, their share was 82.0% and 81.4%, respec-
tively. Thus, we can admit that despite the growing
share of small business in the structure of the econ-
omy, in absolute terms there is a negative trend. On
the other hand, although the dynamics of growth in
the number of small enterprises is positive, in com-
parison with economically developed countries, we
can speak of the extremely insufficient development
of small business in Ukraine, because the number
of small enterprises is smaller than the one in eco-
nomically and socially developed countries.

peaking of Ukraine’s employment structure

analysis, there are two major trends: first,

since 2010 the number of employed people
has decreased by 21% from 10.8 million to 8.53 (Fig
2). Given that the SSSU presents its data as “cleansed
of the annexation of the Crimea and temporary oc-
cupation of the Donetsk and Luhansk regions’, this
decline is a reflection of the current demographic
(shrinking and aging population), and economic
(labor migration to European and other countries)
processes.

Secondly, the share of employees working
at small enterprises and self-employed persons is
growing, making up to 50% of the employed popula-
tion. It happens because of economic factors — the
automation of processes at large enterprises against
the background of reduced production volumes due
to the loss of eastern consumer markets, — and of
institutional ones: optimization of the legal frame-
work of the simplified taxation system. Thus, from
2010 to 2018, the number of small enterprises re-
duced by 24%, and that of self-employed persons
only reduced by 8.6%. At the same time, the num-
ber of employees at medium-sized enterprises only
reduced by 19.2%. This can be explained by the re-
classification of enterprises: part of the large ones
passed into the category of medium-sized enterpris-
es, as well as part of the small ones did, especially
export-oriented ones[18].

14,00 55%
@ 50%
% 49% 49%
9 12,00 48%—— 479, 48% A 50%
g 46% T
£ 449 0 oo TTTTT
£ 10,00 - 4 % .- 45%
3 28l 23778 g
3 800 ~H ’ o w0
s ' 229 231 233 257 267
€ 2,16 2,09 2,05 201 2 ! i
S 600 — . H» 35%
2 159 158 hs9  ee 164 168
5 400 —339—325—314—30— 1+ 3%
g |27°| 260 262 259 274 277
€ 200 {1 25%
2 240 245 248 238 1-92 H 1H59 E 1H57 -

0,00 . - ] [ - — — - — s 0%

2010 2011 2012 2013 2014 2015 2016 2017 2018  2019*
Year

mmm Large businesses
— Small businesses

—= Middle-sized businesses
mmmm Self-employed persons

Share of small businesses employees + Self-employed persons

Fig. 2. Dynamics and structure of employment in terms of enterprises by size (2010-2018 and forecast 2019)

Source: systematized by the author on the basis of [16].
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To improve the state of affairs in small busi-
ness, and in the economy of Ukraine, accordingly,
the government should:

1. Carry out a regulatory reform, which will
allow Ukraine to create a qualitatively new,
effective, consistent, transparent and under-
standable system of state regulation that will
protect the interests of both business execu-
tives and consumers.

2. Eliminate obstacles to the development of
business activity; significantly reduce the
costs associated with the work in the formal
sector of economy.

3. Create a public credit and guarantee insti-
tution in order to encourage commercial
banks to lend to small businesses, taking
minimal financial risks.

4. Accelerate the introduction of European in-
surance legislation to create an attractive in-
vestment climate, create an insuring mecha-
nism for investment risks, thus improving
the quantitative and qualitative indicators
of Ukraine’s insurance market.

oday, in connection with the coronavirus
epidemic, it becomes necessary to provide
increased economic stimulation and also
to support small businesses. Many countries have
urgently turned to using monetary instruments
(“quantitative easing’, which is equivalent to direct
emission), credit instruments (expansion of loan
guarantees by governments and supranational fi-
nancial institutions, which also increases the money
supply in the market, thus reducing its value), and, of
course, tax levers. The epidemic caused temporary
shutdown of some companies, closure of retailer net-
works, shutdown of food establishments for an indef-
inite period, collapse in the hotel and entertainment
business, airlines crisis due to the closure of borders.
Unfortunately, we can continue forming this list, as
well as calculating the already existing and possible
future economic losses from COVID-19. National
governments are making unprecedented decisions
to mitigate the social and economic consequences of
the global pandemic. The Ukrainian parliament on
March 17, 2020 made a conciliatory gesture towards
Ukrainian business, which can barely survive during
the lockdown, and adopted a number of bills to com-
bat the coronavirus.
On March 18, 2020, the Law of Ukraine “On
Amendments to the Tax Code of Ukraine and Other
Laws of Ukraine Concerning Support of Taxpay-
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ers for the Period of Taking Measures to Prevent
the Occurrence and Spread of Coronavirus Disease
(COVID 19)” came into effect [14]. This law, among
other things, provides for amendments to the Tax
Code of Ukraine [17] and the Law of Ukraine “On
the Collection and Reporting of the Harmonized
Tax on Statutory State Social Insurance” [15].

The adoption of such a law is a positive step.
Ukraine follows the example of Western countries
to minimize the losses of domestic business. The
measures taken today can be systematized by the
following areas:

1. Deferred payment of taxes, meaning the
postponement of taxes to a later period, but
with the preservation of the mechanism of
their calculation. For example, the US Min-
istry of Finance has given business execu-
tives an opportunity to defer the payment
of taxes for 3 months. Individuals can defer
their tax liabilities for up to $ 1 million, and
corporations can defer them for up to $ 10
million. France is also deferring tax pay-
ments, as well as rent and utilities. Latvia in-
tends to act even more radically and provide
the affected business with a tax holiday for
the period of 1 year.

2. Tax holiday, meaning a change in the mech-
anism of tax calculation, which reduces the
object of taxation or tax rate for a certain
period. This instrument is offered by the
UK along with plans to stimulate affordable
small business lending.

3. Reimbursement of company expenses. The
authorities in Denmark have promised to
cover 75% of the salary funds at private com-
panies that have fallen victim to the pan-
demic, provided that they do not cut jobs.

kraine has amended the Law of Ukraine

“On the Collection and Reporting of the

Harmonized Tax on Statutory State Social
Insurance” [15]. Thus, it:

+ temporarily exempts the amounts, on which
the harmonized tax should be accrued, cal-
culated and paid, from accrual, calculation
and payment of the harmonized tax, for
the period from March 01, 2020 to May 31,
2020, This should only be done in respect of
self-employed persons, including those who
have chosen the simplified taxation system,
as well as persons engaged in independent
professional activity (scientific, literary, ar-
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tistic, educational or teaching, medical or
legal practice, including advocacy, and no-
tarial activity). In addition, the list includes
persons who carry out religious (missionary)
activities, other similar activities and receive
income from these activities; members of an
agricultural enterprise, if they do not belong
to persons who are subject to insurance on
other grounds. The provision of paragraph
2 point 2 part 1 of Article 7 of this Law ("If
such a payer did not receive income (profit)
in the reporting quarter or a separate month
of the reporting quarter, such a payer is
obliged to determine the accrual base, but it
should not exceed the maximum amount of
the harmonized tax base established by this
Law. The contribution may not be less than
the amount of the minimum insurance con-
tribution”) shall not apply to such persons
during such periods;

+ abolishes tax penalties for the harmonized
tax payers for 3 months. That is, for viola-
tions that are related to late payment (late
transfer) of the harmonized tax, incomplete
payment or late payment of the harmonized
tax in parallel with the issuance of payments
for which the harmonized tax is accrued (ad-
vance payments). The fine is not applied for
late submission of reports to the tax authori-
ties, made in the periods from March 01,
2020 to May 31, 2020. Besides, during this
period, the payers of the harmonized tax are
not charged a penalty, and the accrued pen-
alty for these periods is subject to charge-off.

The Ukrainian authorities have taken timely
steps towards business by relieving it of tax
audits. For now, companies’ resources should
be focused on finding the ways to survive and recov-
er, rather than on bureaucratic procedures. Amend-
ments to the Tax Code of Ukraine introduce:
+ a moratorium on conducting documen-
tary and factual inspections from March
18, 2020 to July 31, 2020, except for un-
scheduled documentary inspections on the
grounds specified in paragraph 78.1.8 point
78.1 article 78 of this TCU. That is, the con-
trolling body may only check the legality of
declaring the value added tax claimed for
reimbursement from the budget and / or the
negative value of the value added tax being
more than 100 thousand UAH;
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+ temporary, ie. until May 31, 2020, sus-
pension of inspections that started before
March 18, 2020 and remain uncompleted.
Such suspension interrupts the inspection
period and does not require any additional
decisions by the controlling body;

+ suspension of the expiry of the period of
limitation for inspections (provided for in
Article 102 of the TCU) from March 18,
2020 to July 31, 2020.

he Law of Ukraine “On the Collection and
I Reporting of the Harmonized Tax on Statu-
tory State Social Insurance” has also been
amended. A moratorium is being introduced on
conducting documentary inspections on the cor-
rectness of accrual, calculation and payment of the
harmonized tax for the period from March 18, 2020
to May 31, 2020. Thus, Ukraine offers significant
mitigation to its enterprises in crisis conditions: ac-
crual and payment of the harmonized tax and SSCis
abolished for 3 months for enterprises on the simpli-
fied taxation system; tax inspections and accrual of
fines and penalties are suspended. These actions will
alleviate the crisis for domestic businesses, but if we
compare the losses from the recession in demand and
the savings in the part of income that went to paying
taxes, we can see that for most business executives
the lockdown caused by coronavirus will cause a sig-
nificant drop in income. The expected decision was
to increase the minimum wage from September 01,
2020 (from UAH 4,723 to UAH 5,000) and, accord-
ingly, the minimum amount of SSC payment (from
UAH 1,039.06 to UAH 1,100). An increase in the
minimum wage is also planned for January 1, 2021,
which will lead to an increase in the amount of the
minimum amount of the SSC payable. The conse-
quences of the crisis, according to analysts, will be
a large increase in unemployment, firstly, due to the
return of people, who worked abroad, to Ukraine
for some (perhaps long) time; and secondly, due to
a combination of factors such as economic decline,
new experience of remote work and reconsideration
of the need for labor resources, i.e. domestic enter-
prises are conducting, or are going to conduct staff
reductions. In these circumstances, the government
needs to not only provide support for the existing
businesses, but also to suggest tools to stimulate the
opening of new businesses: affordable loans and,
possibly, a repayment holiday for start-ups or com-
panies engaged in investment activities despite the
currently difficult conditions.
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CONCLUSIONS

In Ukraine, the importance of small business
for the economy and the need to stimulate it is rec-
ognized both at the level of the scientific commu-
nity and at the level of public administration. In the
context of the COVID-19 pandemic that has caused
the economic downturn and can possibly escalate
it into a recession, businesses need extraordinary
incentives to support their activities and save jobs.
In these circumstances, the government of Ukraine
promptly decided not only to introduce the lock-
down, but also to adopt an array of laws to support
business. Firstly, the limits on the profits of compa-
nies opting for the simplified taxation system have
been adapted to the current situation, the action
that many researchers have recommended since
2015. Secondly, tax holidays have been established
for a number of taxes and fees, including the SSC
and land fees. Thirdly, fines have been suspended
and a moratorium on inspections has been adopted.
At the same time, the existing tax instruments are
underused, and they may not be enough to keep
the economy stable. Indeed, the measures taken are
aimed at supporting business activities, but they
do not create incentives for investment activities,
which could be provided, for example, by adjourned
tax deduction on the amount of the reinvested profit
or raised funds. In addition, with the lack of proac-
tive credit support for enterprises, many of which
have suspended operations for at least 3—5 months,
Ukraine’s economy will recover too slowly and lose
its position in the world rankings. L]
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