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ECONOMIC AND INNOVATIVE DEVELOPMENT

The purpose of the study is to analyse the current practice
of taking into account the goals of socio-economic and, first of
all, innovative development in the principles of the budget and
tax systems of Ukraine and substantiation of approaches to its
improvement.

Itis substantiated that goals of socio-economic and innovative
development is not properly reflected in the principles of both
the budget system of Ukraine and in the principles of the tax
system (basic principles of tax legislation). It is determined that
direct and indirect state financial support and taxes as fiscal
instruments should help stimulate economic development,
stimulate and intensify innovation, but the choice of forms
and methods of such stimulation needs to be justified taking
into account the need to achieve specific goals. An analysis of
the practices of the World Tax Code and the world practice of
applying measures to support small and medium enterprises
in terms of Covid-19 showed that direct state financial support
is preferred in comparison with tax benefits due to clearer
procedures of administration and control and further stimulation
of development. It is proved that the combination of direct
financial support with the using of investment and innovation
tax credits with the possibility of their clear tax administration
and control is the optimal mechanism in modern conditions.

The directions of reforming the system of local taxation
in the context of stimulating socio-economic and innovative
development in the region are offered. The need to expand
the powers of local governments, local authorities and local
communities to establish elements of local taxes and fees,
develop a mechanism for investment and innovation tax credits
and other types of tax benefits that would enhance innovation in

the region are substantiated.

Key words. Innovative development, socio-economic
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INTRODUCTION.

The

enterprises is due to various reasons, among

low innovative activity of Ukrainian
which are the following: the orientation of
the economy to invest in the development of
production, rather than to intensify innovation;
lack of developed innovation infrastructure; focus
on the import of high-tech equipment to the
detriment of domestic developments; insufficient
attention to the development of own scientific and
technical potential; lack of qualified management
of innovation processes aimed at improving
product quality, gaining competitive advantages;
imperfection of instruments of legal regulation of

innovation, and especially in the field of protection

of intellectual property rights [10].

Innovation and innovation-oriented model of
the region’s development should become a key
element in increasing its competitiveness and
financial self-sufficiency. But innovation requires
a large amount of investment resources from
different sources of funding. Statistics show that
over the past twenty years, the own funds of
enterprises were a priority and ranged from 60.6%
(2008) t0 97.2% (2015) in the total cost of financing
the innovative activities of industrial enterprises,
public funds budget - from 0.3% (2013) to 5.2%
(2018), funds of non-resident investors - from
30.0% (2010) to 0.1% (2016), funds from other
sources - from 45.6% (2011) to 2.0% (2015).

Table 1 - Sources of financing of innovative activity of Ukraine’s industrial enterprises

Costs on Including due to
innovation, UAH own funds of state budget funds of non- funds from
million enterprises funds resident investors other sources
UAH % UAH % UAH % UAH %
million million million million
2000 1757,1 1399,3 79,6 7,7 0,4 133,1 7,6 217,0 12,3
2001 1971,4 1654,0 83,9 55,8 2,8 58,5 3,0 203,1 10,3
2002 3013,8 2141,8 71,1 45,5 1,5 264,1 8,8 562,4 18,7
2003 3059,8 2148,4 70,2 93,0 3,0 130,0 4,2 688,4 22,5
2004 4534,6 3501,5 77,2 63,4 1,4 112,4 2,5 857,3 18,9
2005 5751,6 5045,4 87,7 28,1 0,5 157,9 2,7 520,2 9,0
2006 6160,0 5211,4 84,6 114,4 1,9 176,2 2,9 658,0 10,7
2007 10821,0 7969,7 73,7 144,8 1,3 321,8 3,0 2384,7 | 22,0
2008 11994,2 7264,0 60,6 336,9 2,8 115,4 1,0 4277,9 | 35,7
2009 7949,9 5169,4 65,0 127,0 1,6 1512,9 19,0 1140,6 | 14,3
2010 8045,5 4775,2 59,4 87,0 1,1 24114 30,0 771,9 9,6
2011 143339 7585,6 52,9 149,2 1,0 56,9 0,4 6542,2 | 45,6
2012 11480,6 7335,9 63,9 2243 2,0 994,8 8,7 29256 | 25,5
2013 9562,6 6973,4 72,9 24,7 0,3 1253,2 13,1 1311,3 | 13,7
2014 7695,9 6540,3 85,0 344,1 4,5 138,7 1,8 672,8 8,7
2015 13813,7 13427,0 | 97,2 55,1 0,4 58,6 0,4 273,0 2,0
2016 23229,5 22036,0 | 94,9 179,0 0,8 23,4 0,1 991,1 4,3
2017 9117,5 7704,1 84,5 227,3 2,5 107,8 1,2 1078,3 | 11,8
2018 12180,1 10742,0 | 88,2 639,1 5,2 107,0 0,9 692,0 5,7
2019 14220,9 124749 | 87,7 556,5 3,9 42,5 0,3 1147,0 8,1

Source: compiled by the authors using [8]
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The main source of financing innovations at
industrial enterprises in 2019 remains the own
funds of enterprises - UAH 12,474.9 million. (or
87.7% of the total funding for innovation). The
state budget received 6 enterprises, the total
amount of which amounted to UAH 556.5 million.
(3.9%), the amount of local budgets amounted
to UAH 109.9 million. (0.8%), resident investors
invested UAH 72.3 million. (0.5%), funds of foreign
investors were received by 3 enterprises in the
amount of UAH 42.5 million. (0.3%), the amount
of funds from other sources amounted to UAH
1,147.0 million. (6.8%), including loans - UAH
853.2 million. (6%) [15, p. 77; 15, p. 21].

Thus, the state practically does not directly
finance the innovation activities of enterprises,
but it is possible and appropriate to use indirect
methods of financing innovations, which are
embodied in budgetary and tax policies, which
require clear regulation of the relevant principles.

At the same time, the development of scientific
and practical recommendations should be based
on a clear definition of the theoretical foundations
of support for innovation, certain initial ideas that
underlie the budget and tax system, ie the main
principles of their formation. Thorough research
of the principles of the budget system and budget
policy and the principles of organization of tax
relations in Ukraine with an emphasis on the
evolution of their formation and scientific views
are presented in [4; 13]. But research that would
contain a critical analysis of the principles of
formation of the budget and tax system in terms of
the priority of supporting innovative development
is not enough, which determined the purpose of
this work.

The purpose of this article is to study the
current practice of taking into account the
principles of building the budget and tax systems

of Ukraine the goals of socio-economic and, first
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of all, innovative development and substantiation
of approaches to its improvement.

Discussion and results. Analysis of the
principles of the budget system of Ukraine.

The budget system of Ukraine is based on the
following principles (Table 2), which are defined in
the Budget Code of Ukraine [6].

Among them, in the principle of efficiency and
effectiveness, it is declared that in drawing up and
executing budgets, all participants in the budget
process should strive to achieve the goals planned
on the basis of the national system of values
and tasks of innovative economic development.
Another principle enshrined in the mechanism
for providing subventions for the implementation
of investment projects is based on the following
basic principles. Among the declared principles
(the principle of objectivity and openness; the
principle of unity; the principle of balanced
development; the principle of targeted use
of funds), the principle of unity implies that
the distribution of funds should ensure the
implementation of national values and tasks of
innovative development regions of the country.

Budget principles in European legislation.

Financial Regulation applicable to the general
budget of the European Union [9] states that the
budget shall be established and implemented in
accordance with the principles of Unity, budget
accuracy, annuality, equilibrium, unit of account,
universality,  specification, sound financial
management and transperancy. Principle of sound
financial management requires consideration of
such three sub-principles:

1) the principle of economy which requires
that the resources used by the Union institution
concerned in the pursuit of its activities shall
be made available in due time, in appropriate
guantity and quality, and at the best price;

2) the principle of efficiency which concerns

the best relationship between the resources



Table 2 - Characteristics of the principles of the budget system of Ukraine, defined in the Budget Code of

Ukraine

Principle

Content

The principle of unity of the
budget system of Ukraine

The unity of the budget system of Ukraine is ensured by a single legal
framework, a single monetary system, a single regulation of budgetary
relations, a single budget classification, the unity of the order of budget
execution and accounting and reporting.

The principle of balance

The authority to implement budget expenditures should correspond to the
amount of budget revenues for the relevant budget period.

The state budget of Ukraine and local budgets are independent. The state is
not responsible for the budget obligations of local governments at the expense
of the state budget. Local governments at the expense of the respective local
budgets are not responsible for each other's budgetary obligations, as well as
for the state's budgetary obligations. The independence of budgets is ensured
by assigning them appropriate sources of budget revenues, the right of
relevant state authorities and local governments to determine the use of
budget funds in accordance with Ukrainian legislation, the right of relevant
local councils to consider and approve relevant local budgets.

The principle of
independence
The principle of

completeness

The budgets shall include all budget revenues and budget expenditures carried
out in accordance with the regulations of public authorities, local governments.

The principle of validity

The budget is formed on realistic macro indicators of economic and social
development of Ukraine and calculations of budget revenues and budget
expenditures, which are carried out in accordance with the approved methods
and rules.

The principle of efficiency
and effectiveness

When drawing up and executing budgets, all participants in the budget process
should strive to achieve the goals planned on the basis of the national system
of values and tasks of innovative economic development, by ensuring quality
public services while attracting a minimum amount of budget funds and
achieving maximum results.

The principle of subsidiarity

The distribution of types of expenditures between the state budget and local
budgets, as well as between local budgets is based on the need to bring the
provision of public services as close as possible to their direct consumer.

The principle of targeted
use of budget funds

Budget funds are used only for the purposes defined by budget allocations and
budget allocations.

The principle of justice and
impartiality

Ukraine's budget system is based on the principles of fair and impartial
distribution of public wealth between citizens and territorial communities.

The principle of publicity
and transparency

Informing the public on budget policy, drafting, consideration, approval,
implementation of the state budget and local budgets, as well as control over
the implementation of the state budget and local budgets.

Source: compiled by the authors using [6]

employed, the activities undertaken and the Thus, the emphasis is on the general rules

achievement of objectives; of management, rather than on the specific
3) the principle of effectiveness which concerns requirements of economic development.
the extent to which the objectives pursued are Analysis of the principles of tax legislation of

achieved through the activities undertaken. Ukraine.



In the Tax Code of Ukraine [14] innovative
development, innovations, innovative activity,

even as terms, are not mentioned at all. Thus,

the Tax Code defines the following principles of
taxation (Table 3).

Among them there is no mention of the

Table 3 - Characteristics of the principles of tax legislation of Ukraine

Principle

Content

Generality of taxation

Each person is obliged to pay the taxes and fees established by this Code,
the laws on customs matters, the payer of which he is in accordance with
the provisions of this Code.

Equality of all taxpayers before
the law,
manifestations of tax

prevention of any

discrimination;

Ensuring equal treatment of all taxpayers regardless of social, racial,
national, religious affiliation, form of ownership of a legal entity,
citizenship of an individual, place of origin of capital.

Inevitability

Inevitability of liability under the law in case of violation of tax
legislation.

Presumption  of
taxpayer's decisions

legality of

Presumption of legality of taxpayer's decisions if the norm of a law or
other normative legal act issued on the basis of the law, or if the norms
of different laws or different normative legal acts presuppose ambiguous
(multiple) interpretation of rights and obligations of taxpayers or
controlling bodies , as a result of which there is an opportunity to make a
decision in favor of both the taxpayer and the supervisory authority.

Fiscal sufficiency

Establishment of taxes and fees taking into account the need to achieve
a balance of budget expenditures with its revenues

Social justice

Establishment of taxes and fees in accordance with the solvency of
taxpayers.

Cost-effectiveness of taxation

Establishment of taxes and fees, the amount of revenues from the
payment of which to the budget significantly exceeds the costs of their
administration.

Tax neutrality

Establish taxes and fees in a way that does not increase or decrease the
competitiveness of the taxpayer.

Stability

Changes to any elements of taxes and fees may not be made later than
six months before the beginning of the new budget period in which the
new rules and rates will apply. Taxes and fees, their rates, as well as tax
benefits may not change during the budget year.

Uniformity and convenience of
payment

Establishing deadlines for the payment of taxes and fees, based on the
need to ensure timely receipt of funds in the budgets for the
implementation of budget expenditures and the convenience of their
payment by taxpayers.

The only approach to setting taxes
and fees.

Definition at the legislative level of all mandatory elements of the tax.

Source: compiled by the authors using [14]

need to ensure socio-economic and innovative
development, and the principle of incentives.
The substantive analysis of the principles

shows that they are focused, first, on the

protection of taxpayers: the lack of opportunity to
increase or decrease the competitiveness of the
taxpayer (the principle of tax neutrality), setting

taxes according to the solvency of the taxpayer
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(social justice), ensuring the same approach (
equality of all taxpayers), presumption of legality
of taxpayer’s decisions, if the rules provide for
ambiguous interpretation of the rights and
obligations of taxpayers or regulatory authorities),
prevention of changes in rules and rates during
the budget year (stability), ease of payment.
Secondly, the basic principles of tax legislation
take into account the interests of the budget
system as a whole, namely: mandatory payment
(inevitability of liability), balanced budget (fiscal
adequacy), comparability of tax revenues with the
costs of their administration (cost-effectiveness
of taxation), timely receipt of funds in the budget
for budget expenditures (uniformity and ease of
payment).

Ukraine should generally provide financial
support and tax incentives for innovative
development at the state and regional levels, but
the question arises in the choice of forms and
methods of such incentives, taking into account
the need to achieve specific goals. The Tax Code
proposes the following grounds for granting tax
benefits - features that characterize a particular
group of taxpayers, their type of activity, the
object of taxation or the nature and social
significance of their expenses. At the same time,
there are no criteria for determining such features,
although there is a wide range of ways to provide
tax benefits: tax deductions (discounts), which
reduces the tax base before tax and collection;
reduction of tax liability after tax and collection;
setting a reduced tax rate and fee; exemption from
tax and collection. Therefore, for such incentives,
it is advisable to address the issue of developing
a mechanism for investment and innovation tax
credits and other types of tax benefits that would
contribute to the intensification of innovative
development.

World Tax Code: history and main provisions.

In the context of considering the problem of

58

assessing the role of the tax system to ensure
socio-economic and innovative development, we
should pay attention to such an interesting stage
in the development of world systems and the
world economy as the development of the World
Tax Code (BWTC) [3]. Considering the issues of
globalization and integration of socio-economic
systems, the problems of taxation are raised in
different contexts, in particular, double taxation,
international taxation, offshore zones, etc. BWTC
is a project funded by Harvard University’s
International Tax Program that came up when
Harvard University’s International Tax Program
Director Glenn Jenkins asked Ward M. Hussey
and Donald S. Lubick to describe the results of the
great work of preparing the Republican Tax Code.
Tax Code was developed under the auspices of the
Harvard Institute for International Development,
the International Tax Program, with funding
from the United Nations Economic Development
Program.

The aim was to create an example of a system
of laws necessary for the formation of an effective
and efficient tax system, to provide specialists
in reforming countries with a certain structural
scheme and alist of whatis needed (or not needed)
to create the foundations of the tax system. The
first, the so-called «Preliminary Edition» of the
World Tax Code, was published in 1992, and in
1996 the 1996 Edition was published.

The BWTC contains several general principles
or assumptions or principles for building tax
systems. The first principle provides for the need
to summarize all laws related to taxation in a single
document, so that the needs for tax revenues
can be assessed from a single general point of
view. Simplicity, clarity and comprehensibility
are assumed to be desirable objectives of the
legislation. The second principle assumes that
the economy will develop best if it becomes

an efficient producer in the world economy.
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Therefore, it is considered that it is not in the
country’s interest to adopt protectionist taxation
systems in which domestic capital is preferred to
foreign investment, or in which certain sectors
of the economy are given privileges through
temporary tax exemptions or other tax benefits.
The third principle: granting tax preferences is
less effective than paying direct subsidies, as
tax benefits are difficult to control. The BWTC
rejects the effectiveness of benefits, exemptions,
temporary exemptions («tax holidays») and
other special preferences and agreements. The
fourth principle is that, given the specifics of the
economies of developing countries, the bulk of
income should be generated by indirect taxes
(duties, VAT and excise duties) and corporate
income tax. Personal income tax and property
taxes should not play a significant role. With such
a tax structure, the administrative costs per unit
of taxes collected will be lower than with income
taxation. However, the BWTC emphasizes that
many of the former socialist countries, however,
have retained a high wage tax or a differentiated
broad coverage tax on wages to finance social
benefits. The fifth principle provides for the
integration into a single income tax of all taxes
levied on all types of income without the need to
file a tax return. It is worth noting the second and
third principles, which are useful in the context
of stimulating socio-economic development and
innovation.

BWTC is also based on the assumption that the
development and writing of laws is only a prelude
to the main thing in tax reform - the development
of an effective administration system, because
the presence of an honest and highly competent
tax administration is an absolute necessity. In
addition to the general principles, the Code
includes four sections on the number of basic
taxes that are recommended for introduction

in market economies in developing countries:
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section | - income tax; section Il - VAT, section
Ill - excise taxes; section IV - real estate tax. A
separate section (Section V) reveals the principles
of organization of tax administration.

It should be noted that BWTC is hardly studied
by domestic scientists, although its principles are
relevant and should be critically analyzed in the
context of the need to increase the efficiency
of the domestic tax system and ensure socio-
economic and innovative development.

The use of budgetary and tax instruments to
stimulate innovative development.

Given the limited and insufficient budgetary
resources to finance the transition of the country’s
economy to an innovative model of development,
the leading role should be played by the tax
mechanism to stimulate innovation, along with
[12]. Tax
preferences can be additional infusions that can

incentive organizational measures
help businesses in their innovation. In particular,
attention is focused on the need to introduce a
system of investment and innovation tax credits
as an effective tool to stimulate business activity
[11]. It is emphasized that different tax preferences
or their combinations are used to stimulate
innovation in different countries, namely: the
provision of research and investment tax credit;
«Tax holidays» for several years on the profits
from the implementation of innovative projects;
preferential taxation of dividends of legal entities
and individuals received on shares of innovative
organizations; reduction of income tax rates for
commissioned and joint research and development
work; connection of granting of privileges taking
into account priority of the executed projects;
preferential taxation of profits resulting from the
use of patents, licenses and other intangible assets
that are part of intellectual property; reduction
of taxable income in the amount of the cost of
devices and equipment that are transferred to

higher education institutions, research and other
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innovative organizations; deductions from taxable
income of contributions to charitable foundations
whose activities are related to the financing of
innovations; crediting part of the profit of the
innovation organization to special accounts with
subsequent preferential taxation in the case of use
for innovation purposes [1].

But this position has two drawbacks. First, in
this case, taxpayers who apply a simplified system
of taxation in the form of payment of a single tax
actually remain outside the sphere of influence.
Secondly, local governments are deprived of
leverage through the application of local taxes
and fees, which include a single tax, in particular.
Therefore, the system of local taxation should not
only meet the needs of local budgets in the receipt
of funds, but also take into account the need to
stimulate innovation activity of economic entities
intheregion. Accordingly, the problems of ensuring
the effectiveness of local taxation and, first of all,
their use as a lever to intensify innovation and
investment activities of economic entities in the
region, proclaiming a strategic course of public
policy towards harmonization with European
values of territorial self-government and budget
decentralization.

According to the Tax Code of Ukraine [14], local
taxes include two taxes and two fees: property
tax (consists of real estate tax, other than land,
transport tax, land fees); single tax; fee for parking
spaces for vehicles; tourist tax.

The effectiveness of local taxation should also
be determined on the basis of tax principles. There
is no incentive principle among these principles,
but it is indisputable that taxes in general and local
taxes and fees in particular as fiscal instruments
should promote stimulation and activation of
economic activity.

This thesis is supported by the justification
of the importance of taxes and fees to stimulate

innovation [12], which is clarified taking into
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account the nature of local taxes and fees: provide
an opportunity to cover all actors in innovation
and thus ensure the necessary scale of innovation
in the region; do not distort competition because
they are not direct support to specific businesses;
reduce the level of dependence on the budget
process and covert lobbying for the choice of a
particular project; reduce the costs of innovation
entities, encourage them to take the risk of
innovation; provide an opportunity to differentiate
the subjects of innovation (applying a different
set of benefits and their rates) depending on the
priorities set by local governments, the stage of
the life cycle of innovation, etc.

When reforming the local taxation system in
the context of stimulating innovation activity of
enterprises in the region, it is advisable to consider
the use of tax incentives such as tax rebates, tax
holidays, the use of differentiated rates or their
reduction, the introduction of tax investment
credit. It is the expediency of introducing the latter
tool and the limits of its application are actively
discussed in the economic literature.

Among the main problems of local taxation in
the context of the need to stimulate innovation,
it is worth noting the lack of the right of
local governments to establish their own tax
preferences in their territory. At present, local
governments are deprived of the right to influence
the elements of local taxes, which narrows the
potential of local taxation, especially in the field
of stimulating innovation activity of economic
entities in the region in order to strengthen
of the

region. Local governments are objectively forced

innovation and investment potential
to increase the effectiveness of local taxes and
fees as regulatory tools by expanding the number
of their taxpayers and increasing the object of
taxation, which is achieved mainly by improving
the efficiency of administration of these taxes and

fees.



Innovative Economics and Management, Vol 8, No.3, 2027
06030603600 JJM6(08050 Bu domH0I30, OMF0.8, N3, 20217

Proposals to expand the powers of local
governments are presented in the works of
domesticscholars, but they relate only to the single
tax of group IV [5; 7]. Therefore, we consider it
appropriate to consider the issue of expanding the
powers of local governments in relation to other
local taxes and fees paid by both those taxpayers
who apply the simplified taxation system and
those who are in the general taxation system.

The lack of local governments the opportunity
to influence the determination of benefits and
rates of local taxes and fees in order to intensify
innovation does not contribute to increasing the
competitiveness and investment attractiveness
of regions. Ukraine should provide tax incentives
at the state and regional levels. To do this, it is
necessary to address, firstly, the expansion of
powers of local governments, local authorities and
local communities to establish elements of local
taxes and fees, and secondly, the development of
a mechanism for investment and innovation tax
credits and other tax benefits that would promote
intensification of innovative activity in the region.

Application of tax and budgetary instruments
in the conditions of COVID-19.

It should be noted that such principles of
incentives and protection have become relevant
in modern conditions and are clearly illustrated
by the situation with measures to support small
and medium enterprises in terms of Covid-19. In
Ukraine, they included the following measures: a
moratorium on tax audits, temporary abolition of
fines, exemption from certain local taxes and fees,
change of their rates and objects of taxation by
decision of local governments, deferral of registrars
of settlement operations, partial repayment of
taxpayers’ tax debt taxes, exemption from taxes
and fees of natural persons-entrepreneurs of
the | group. It should be noted that a review of
other countries’ measures to support small and

medium-sized enterprises shows that countries
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are also following a path of largely direct budget
support.

Thus, theresults of the study showthat countries
use such groups of fiscal measures [2]: immediate
fiscal impulse, deferrals, other liquidity provisions
and guarantees. Immediate fiscal impulse include
additional government spending (such as medical
resources, keeping people employed, subsidizing
SMEs, public investment) and foregone revenues
(such as the cancellation of certain taxes and social
security contributions). These types of measures
immediately lead to deterioration of the budget
balance without any direct compensation later.
The application of such measures as deferrals has
certain features. Several countries have decided to
defer certain payments, including taxes and social
security contributions, which in principle should
be paid back later. These measures improve the
liquidity positions of individuals and companies
but do not cancel their obligations. A few countries
have also deferred the servicing of loans or the
payment of utility bills, which are also important
tools in improving the liquidity positions of those
impacted and hence we include them. Other
liquidity provisions and guarantees include export
guarantees, liquidity assistance, and credit lines
through national development banks. Some of
these measures improve the liquidity position
of the private sector, but unlike deferrals which
are automatic and generally apply to the target
groups, credit lines require action from the
impacted companies. At the same time, there is
a significant differentiation of these measures in
terms of volumes and percentages to GDP and
tax benefits do not play a significant role. Even if
these measures are considered in the context of
social justice, the protection of taxpayers should
not be the ultimate goal of their application,
it is important to further stimulate economic
and innovative development, which should be

reflected in the principles of taxation.
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CONCLUSIONS

At the same time, the stimulation of economic
development in general and innovation in
particular should take place on the basis of
a properly constructed institutional system,
which should function on the basis of certain
principles. But taking into account the goals of
socio-economic and innovative development
is not properly reflected in the principles of
both the budget system of Ukraine and the
principles of the tax system (basic principles of tax
legislation), although it is undeniable that direct
and indirect state financial support and taxes as
fiscal instruments should help stimulate economic
development, stimulate and intensify innovation.

It is substantiated that Ukraine should provide
general financial support and tax incentives for
innovative development at the state and regional
levels, but the question arises in the choice of
forms and methods of such incentives, taking
into account the need to achieve specific goals. A
study of the practice of creating a global tax code
showed that two of the five principles underlying
it were to stimulate socio-economic development

and innovation: the development of an efficient

protectionist tax systems and the preference for
direct budget subsidies that are easier to control
compared to tax benefits. Analysis of the world
practice of applying measures to support small
and medium enterprises in Covid-19 showed
that there is a significant differentiation of these
measures in terms of volume and percentage of
GDP, and tax benefits do not play a significant
role. It is important to further stimulate economic
and innovative development and this should be
reflected in the principles of taxation and budget
policy.

Accordingly, the combination of direct financial
support with the introduction of investment and
innovation tax credits with the possibility of their
clear tax administration and control is the optimal
mechanism in modern conditions. At the same
time, attention should be paid not only to such
national taxes as income tax and VAT, but also to
the local taxation system. It is necessary to expand
the powers of local governments, local authorities
and local communities to establish elements
of local taxes and fees, develop a mechanism
for investment and innovation tax credits and
other types of tax benefits that would enhance

innovation in the region.

producer without significant emphasis on
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