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Abstract

Using sampling for companies from EU member states and Ukraine, we find a significant and positive relationship
between the company size and the amount of corporate taxes. We use questionnaires to determine the role of
corporations in expanding the scope of tax management and discover an increased effect of corporate planning.
Moreover, we offer a model of corporate tax planning considering the opportunity areas. This model determines
the taxation framework for a company. We have developed a map to determine the degree of effective tax
planning for a company. Finally, we use the functional-activity model of the tax planning process to substantiate
the conclusion that the responsibility of the participants in such a process stipulates good business reputation.
In general, our results suggest that corporate tax planning is an effective way to optimize tax liabilities.
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Introduction

The substantive characteristics of such concepts as 'development’, 'profitability’, and 'taxation’, their ontological
basis, subordination and interrelation with other concepts of the productive continuum determine the features
of corporate management and tax planning to develop algorithms for the upward movement of companies. Tax
relations are formed between the state and taxpayers and are at the intersection of public interests of the state
and private interests of taxpayers. They are an integral part of social responsibility. Thus, the state is interested
in replenishing the relevant budget, while taxpayers focus on reducing deductions from their income. Is there
a conflict of interest? Definitely. Tax policy is formed at the state level. The European Union's policy on direct
taxes is aimed at providing a level playing field for companies to ensure healthy competition and create
a favourable tax environment. In general, EU countries seek to standardize tax rates and oblige companies to pay
taxes exactly where they make a profit. According to analytical data and statistical observations, the standard
VAT rate fluctuates in European countries. Thus, in Switzerland it equals 7.7%, whereas in Germany the standard
VAT rate is 19%. Estonia and France account for 20% while the Czech Republic, Lithuania, and Latvia have the
VAT rate as high as 21%. In Poland and Hungary it comes to 22% and 27% correspondingly. The income tax rate
in Hungary is 9% while Switzerland has 8.5% (federal tax rate) plus a cantonal tax. In Germany it accounts for
15%, whereas in Poland and the Czech Republic the income tax rate comprises 19%. In Slovakia this figure is as
high as 22%. What is more, the tax base is different in the countries. The list of countries by tax rate is shown in
Fig. 1.
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Fig. 1. Country Ranking: The Highest Tax Rates (by the Total Tax Rate). Source: Compilation based on [1]

One of the EU criteria that determine the need to pay income taxes are the degree of economic relations
between the potential taxpayer and the state. For 2021, the European Commission has approved an agreement
of finance ministers of the world's seven most industrialized economies on the introduction of income tax rate
on large corporations of at least 15%. According to EU statistics, this will increase annual revenues to its budget
by 50 billion euros [2].

Taxes have a significant impact on the financial and economic activities of companies. Therefore, the scientific
discussion takes place at the intersection of tax planning, financial management, accounting, corporate
governance and corporate social responsibility. Thus, researchers [3] conclude that trade-off, hierarchy and
theories of free cash flow play an important role in explaining the monetary determinants of companies,
influencing the strategy of tax planning and corporate management. In this aspect, draw your attention to the
research results on corporate financial indicators as well as their impact on corporate governance and calculation
of tax payments [4]. Depending on the scale and financial capabilities, scientists [5] recommend using different
models of tax management — from the simplest, which are reduced to tax accounting or tax planning, to complex
ones that cover the full range of tax management tools such as tax planning, tax analysis, monitoring of business
transactions, tax accounting and reporting, and tax control. A number of instruments such as analytical,
normative, statistical ones and a balance sheet are defined as legitimate (by Suchman [6]) just as special methods
of tax planning, i.e. methods based on tax benefits and alternative tax solutions are. The emergence of numerous
innovative technologies on the market, including financial and monetary technologies and new products causes
a need to regulate the taxation system at all levels [7].

Previous studies discovered a relationship between the values of financial indicators and the reporting system of
companies [8]. Due to different approaches to reporting, some of its articles change, which is the reason for
achieving different values of financial indicators [9]. This has an impact on the amount of taxes. When linking tax
planning and financial indicators, there is a negative impact of tax planning on liabilities [10,11]. Therefore, the
management of companies resort to different methods of optimizing tax liabilities, including illegitimate tools,
i.e. tax evasion or tax avoidance, and legitimate methods such as tax planning [12].

Domestic stakeholders are interested in conducting tax planning in companies due to the impact on the
company's reputation as a social [13], and economic [14] phenomenon. At the same time, researchers [14] note
the importance of the information and its impact on the practice of tax planning. However, domestic
stakeholders sometimes have an adverse response to tax planning due to the expected significant operating
costs [15]. Studies by Landolf and Hartnett on tax planning in the corporate governance system are of scientific
and practical interest [16,17]. In implementing tax planning Landolf identifies the following benefits for
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corporations: business planning of tax payments, formation of tax calendars, submission of tax reporting,
objective choice of methods and tools for tax optimization. Feller & Schanz complement the body of knowledge
by providing empirical evidence of the impact tax planning has on the assessment of corporate social
responsibility. In this case, other stakeholders (tax authorities) can obtain information on the potential risks of
tax planning of the corporation through activities in the field of corporate social responsibility [18].

Academic research in the field of corporate tax planning is expanding along with the growing public interest.
In addition, increased scientific attention to the issue of corporate tax planning in connection with strategic
development was facilitated by the processes of globalization and internationalization which raised the problem
of integration of national tax systems into the world economy. The results of the study [19] confirm the
importance of strategic interaction with business partners; and the impact of such interaction on the amount of
tax liabilities is important.

Tax regulation still varies from country to country, including the European Union, although countries aim for
a policy of general harmonization. Thus, in Ukraine, the highest state body has the right to impose taxes whereas
in Switzerland taxes are set by cantons (regions) regardless of the highest authority. Led by the desire for
European integration, Ukraine has reduced the number of taxes. This reduction is not a cut-down or abolition of
certain types of taxes but their certain combination. That is, the results of such a decision do not change the
burden on taxpayers. In Poland, in 2020, personal income tax was calculated at a rate of 18-32%, while income
up to PLN 8,000 was not taxed. In Switzerland, the federal tax rate was up to 11.5% plus a cantonal tax, with the
12.20% effective personal income tax rate in the canton of Geneva for the income of CHF 6,000 per month and
26.15% for the income of CHF 20,000 per month. Tax rates in EU member states for legal entities are as follows.
In 2020, the value added tax rate in Switzerland was 7.7%, however, it comprised 2.5% for basic necessities and
3.7% for the hotel business. Banking service, insurance premiums, residential real estate, educational and
medical services regulated by the casino are not taxed. The value added tax rate in Poland was 23%, with 0% for
exports to countries outside the EU; 5% for books, magazines, basic foodstuffs; 8% for pharmaceutical products
and passenger traffic. Financial, insurance and educational services were not taxed. Also, the legislation of the
countries provides for various tax benefits if companies will operate in areas approved by public authorities [2].

When studying the concept of corporate taxes, Jacob [20] identifies the real effects of corporate taxation and
they have a significant impact on the income and profits of companies. The scientist concludes there is
a consensus that higher corporate tax rates reduce corporate investment, foreign direct investment, aggregate
growth and innovation.

The concept of tax planning is developed in the direction of corporate social responsibility. Elgood et al. [21]
consider this direction when determining the unique tasks of tax departments. Such tasks include creation,
protection and optimization of value; management of tax risks associated with doing business; ensuring
compliance with tax laws and reporting requirements. The authors conclude that tax planning should focus on
optimizing financial results and tax risks, both in relation to strategic agreements and current operations.

The work of Rashid et al. [22] aimed at establishing a link between financial performance and the level of tax
expenditures in the model of internal tax planning. Using the method of integrated regression model, OLS can
act as a special method of tax planning of the company.

In his doctoral project Princen [23] developed the theory of corporate planning through the influence of taxation
on corporate financial decision-making. This approach is justified in the study through tax optimization. The
author argues that the use of tax planning strategies has a significant impact on financial and investment
decisions of the company.

Scientific and practical interest in corporate tax planning in recent years is also explained by the fact that the
general public awareness of corporate tax activity is increasing. At the same time, increased efficiency of crisis
management of companies during the COVID-19 pandemic is coupled with the effectiveness of financial and
accounting instruments in relation to taxes [24]. In our opinion, the relevance of further research on this problem
is due to its multifaceted nature. And it is also coupled with the fact that as a process tax planning is influenced
by many economic and social factors and governed by macro- and macro-level factors. In our opinion, tax
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planning is a kind of tool that allows you to choose the most effective way of tax activities of the company and
create directions for its development strategy.

This article contains new ideas on corporate tax planning. The strategic consequences of its implementation in
corporations will also be discussed regarding the actions on preventing violations of public interest when
outlining the boundaries of tax planning. Areas of opportunity are also defined by the participants of tax planning
in the corporation and through the scope of their corporate responsibility.

The purpose of this article is to develop an innovative approach to corporate tax planning considering areas of
opportunity. Recognition of its locus in the corporate tax management system and implementation will optimize
the taxation system, maximize the income and profits of companies and increase financial stability.

Methods

The corporation as an organisational and legal form of management expands the scope of tax management and
responsibility for forecasting tax expenditures and control over their payment. At the same time, a well-
established tax planning process can have a significant impact on a company's success both economically and
socially. The current study attempts to analyse tax planning in its general context, i.e. without dividing actions
into tax evasion and avoidance.

The sample for this study is represented by agricultural corporations in Ukraine. The research period is the effect
of Legislative Acts of Ukraine regarding taxation in 2019-2020. Data for branch analyses are retrieved from the
statistics collected and disseminated by the State Statistics Service of Ukraine. We use statistical methods to
grade agribusiness corporations in Ukraine in terms of their revenue and to assess the dynamics of output and
its distribution among companies operating in the sector of Ukrainian agriculture. The study carries out an
interview to determine the main advantages of corporate organisation of economic activity in the opinion of
middle and senior managers. Number of respondents, N = 45 people from 20 companies, including 31 middle
and 14 senior managers. We used the method of legislative review to establish the tax rate in the agricultural
sector. The assessment of statistical data was carried out to group taxes by structure and amounts paid by
Ukrainian agricultural enterprises to the budget (for the period of the first half of 2019). A model of corporate
tax planning has been developed and presented using infographics. The successive stages are singled out and
completed with tools and methods. We present the model implementation on the example of four Ukrainian
agribusiness companies. In this study analytical methods are used in the course of developing a taxation
framework of an agricultural company regarding tax types, tax base, and tax rates. We control that the
framework will be determined separately for each company, so we present a general section. The map for
determining the degree of effective tax planning in the corporation was developed and presented in this study
as a questionnaire. Emphasis is placed on the importance of the organizational component in the process of tax
planning. Based on organisational modelling, the scheme of participants in the tax planning system in the
corporation and the scope of their corporate responsibility are presented.

Results and discussion

Corporation as a structural element of the national economy: features of functioning and specifics of taxation
The development of the national economy greatly depends on large enterprises (corporations), which occupy
leading positions in manufacturing and sale of products and are developers of modern technologies, investors,
etc. This is confirmed by statistics from many countries: the lion's share in the structure of national gross
domestic product belongs to large corporations [25]. In general, increasing the number of corporations
in Ukraine and in agriculture in particular is an important economic mechanism that creates new strategic goals
of foreign economic policy, means and conditions for Ukraine's participation in the international division
of labour and attracting foreign direct investment into the national economy.

The corporate sector of the Ukrainian economy is represented by joint stock companies, integrated formations,
and non-joint-stock corporate sector [26]. The development of corporate relations in the Ukrainian agricultural
sector is of particular importance as this industry receives significant flows of investment, including foreign one.
Let us turn to statistics. In 2019, the 20 most profitable companies together received UAH 162 billion in net profit.
This comprises 71% of the total profit received by the 200 largest Ukrainian companies in Ukraine in 2019. As for
the agro-industrial complex, the 20 most profitable companies include the Myronivsky Khlibo product
corporation with a profit of UAH 5 billion in 2019 [27,28]. The dynamics of output volume and its distribution
among companies operating in the Ukrainian agricultural sector is shown in Fig. 2.
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Fig. 2. The dynamics of output volume and its distribution among companies operating in the Ukrainian agricultural sector.
Source: own study based on [27].

In the first half of 2019 companies in agriculture, forestry and fisheries paid taxes in the amount of UAH 21 billion
232 million 365.5 thousand (Table 1). In the first half of 2019, the agricultural sector ranks 11th in terms of the
taxes paid. APK-Invest PJSC became the leader among agricultural enterprises [28].

Table 1. The structure and amount of taxes paid by agribusiness companies to the budget for the first half of 2019.
Source: own systematizy based on [28].

Structure and amount of taxes, thousand UAH
PIT and Income Rent Excise tax on VAT on Property Ecotax Single tax
military tax goods goods tax
tax produced in | produced in
Ukraine Ukraine
7571974.5 | 542436.4 | 642216.2 2473.4 8259366.8 2163171.0 41779.0 1793302.6

Agricultural companies, like other entities, are looking for ways to optimize the tax burden. One of them is the
introduction of tax planning which is an important element of the company's tax management system. Tax
management aims to build the most optimal relations between the company and the state in the matter of tax
calculation and payment. It is important to note that savings due to optimization of taxes and payments increase
the entity's own financial resources. Therefore, the achievement of the main goals of entrepreneurial activity is
ensured by increasing the level of income, financial stability and growing profitability.

This confirms the significant and positive relationship between the company size and the amount of taxes and
a wide range of corporate opportunities for business organization through modelling inter-company relations.
Given the cognitive potential, we conducted a survey of top and middle managers in the Ukrainian agricultural
sector (number of companies, n = 20). This provided an opportunity to model the main advantages of corporate
organisation of economic activity based on the managers' opinion (the number of respondents is 45, including
31 middle and 14 senior managers).

The following factors are defined as advantages:

e ability to raise funds through the issuance of shares, which allows the accumulation of funds
of a significant number of investors (62% of the senior managers and 23% of the middle managers);
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e facilitation of business activity management through greater regulation in the definition
of responsibilities and powers and distribution of the control function between the governing bodies
(72% of the senior managers and 44% of middle managers);

e opportunities for stakeholder rotation and flexibility in terms of dynamic investment proposal (38%
of the senior managers and 13% of the middle managers);

e risk reduction due to the principle of limited liability (68% of the senior managers and 39% of the middle
managers);

o others (23% of the senior managers and 14% of the middle managers).

Among the main negative consequences of tax rules for agricultural companies noted by the respondents are
potential excessive tax regulation, high risk of double taxation, frequent changes in tax legislation and
a significant tax burden. In this aspect, we note that the agricultural sector is sensitive not only to the level
of taxes, but also to their combination. As of 2020, the tax legislation of Ukraine gives alternatives for agricultural
companies in terms of the taxation system [29].

Tax planning as a tool to improve business profitability: Analytical aspect

In this study, corporate tax planning is understood as a purposeful activity that involves assessing and making
management decisions to justify and choose the option of paying taxes, which will optimize the tax system and
maximize the income and profits of companies. We base this definition on an activity approach that allows us to
outline the process of organizing tax planning in a corporation. The corporate tax planning model combines
several stages and involves certain steps for its implementation (Fig. 3).

At the Preparatory Stage, the national taxation system, tax rates and amounts of tax payments are monitored.
The dynamics of the company's activity (income from the main activity and related activities; the amount of costs
from operating and other activities) is estimated. The tax burden is analysed. The taxation framework is assessed.
Tax planning specialists analyse all the statutory benefits for each tax, which are applied to the company with
respect to the activity size and type, and develop a detailed plan for the use of benefits for individual taxes, as
well as analyse possible tax risks.

At the Analytical Stage, alternative tax activities are assessed. This is when we suggest compiling a table in the
form that is designed to characterize the taxation framework of the entity. We also propose to form typical
business transactions that will be implemented by the business entity. Indicator-markers are set on the basis
of analytical plans for the volume of activity, level of profitability, and marginal tax burden. Achieving such
indicators is the subject of taxation and other types of control (production control, financial control, etc.). At this
stage, the entity's tax calendar is compiled for the current period taking into account tax liabilities, tax payment
deadlines and tax reporting. This plan must be consistent with the entity's overall financial plan. For the purpose
of further tax control, the scale of deviations of the corresponding indicators-markers is developed.

The Organisational Stage characterizes the assessment of tax accounting and reporting (determination of the tax
base, calculation of taxes and payments, accounting and tax records, preparation and submission of tax reports)
and determination of the tax burden level. It deals with the control over compliance with tax legislation and
accounting policies, assessment of the tax plan implementation. Proper implementation and effectiveness of tax
planning in the company depends on its organizational support. One of the factors of the efficient Organizational
Stage of the offered functional model for corporate tax planning is the control carried out at the level of
employees of Accounting and Finance Department. Such control involves assessing accuracy of accounting for
taxable objects and calculations of individual taxes and fees, work on tax returns, timeliness of their payment
and submission of tax returns to avoid penalties. In this aspect, it is important that the registration of actual
business transactions must comply with applicable law. In our opinion, an important specialist in the
organisational structure of corporations is a tax planning specialist who works in the Accounting and/or Finance
Department. Such a specialist has the competence and knowledge of the national tax system, features and timing
of paying taxes to the budget, fees and contributions to extra-budgetary funds, and the ability to make tax
calculations and declarations.
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Every company has its individual approaches to tax planning since they are determined by the scale of activity,
industry, type of activity, areas of opportunity. However, we propose a general model of tax planning, which
combines several stages and involves certain steps for implementation. The model considers the principle of
business continuity and focuses on the formation of the tax field to minimize the tax base for individual taxes or
payments. Every company sets the tasks of tax planning and solves them using the ways that do not violate an
applicable law.

Model of Corporate Tax Planning

’ -

. iIsion
« activities to justify and choose the legitimacy, responsibility, .
option of paying taxes, which will trust, improvement
optimize the tax system and maximize

A the company income and profits

the development and compliance with
the tax scoreboard, the formation and
completion of the table "Company Tax

- tax performance of the business
¥ entity,
. - activities related to the formation of Framework", the development of a
tax bases, accrual and payment of strategic plan of tax payments (tax
strategy) of the entity based on the

use of all legal tax benefits

taxes, preparation and submission of

tax returns, assessment of tax risks.

Model object

Stage 1 — Preparation

Result: Assessment of the company's production strategy in consideration of the tax strategy.

Stage 2 — Analytics
Result: Making decisions on the most optimal option of tax activity.

Stage 3 — Organisation
Result: Ensuring the implementation of the most profitable option of tax activity.

Fig. 3. Innovative model of corporate tax planning. Source: developed by the author

Implementation of the corporate tax planning model

Tax planning is a highly precise and creative process. Accuracy is that the calculation of taxes depends on the
level of income, profit, and, therefore, on the level of expenditures. On the other hand, only with the right
approach is tax planning a tool for legally saving assets for further business development.

The developed model of corporate tax planning (Fig. 5) is implemented on the example of companies operating
in Ukrainian agribusiness. For this purpose, we have chosen Novaagro Trading House LLC, Crocus Agro LLC, Agroin
agrogroup, and KVADRO group. Companies were studied for the conditions of the national tax system, tax rates
and amounts of tax payments. The national taxation system, tax rates and amounts of tax payments were
monitored. An assessment was provided for the dynamics of the company's activities and the scale of the
taxation framework, which means the set of taxes and fees that the taxpayer is required by law to pay. Based on
the results, we have developed a taxation framework for these companies. In this study, the assessment of the
taxation framework means a set of taxes and fees that the taxpayer is required by law to pay. The general section
of the form of the taxation framework is shown in Table 2.

The Analytical Stage deals with an assessment of alternative tax activities. At this stage, we suggest compiling
a table in the form that is designed to characterize the taxation framework of the entity. We also propose to
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form typical business transactions that will be implemented by the business entity. Indicator-markers are set on
the basis of analytical plans for the volume of activity, level of profitability, and marginal tax burden.

Table 2. Taxation framework of an agricultural company considering opportunity areas (general section).
Source: developed by the author

Type of tax
P Tax base Tax rate Notes
and fee
A. Income Monetary expression of the 18% Privileges under separate taxation systems
tax object of taxation
B. Value is determined by the Payers of the third group have the right to
aé:lded tax contract value, taking into 20% decide independently on the VAT payment.
account national taxes and ? VAT exemption in case of choosing the single
(VAT)
fees tax rate of 5%.
c Availability of benefits under certain tax
systems, tax exemption, choice of tax rate, etc.

Calculations and analytical data on the company

Monetary assessment, thousand UAH

Previous
year

Current

Ch
year anges

Amount of accrued taxes and fees

Amount of taxes and fees paid

Tax arrears

Penalties for late payment of taxes and fees

reporting year,%

Level of tax burden on the enterprise for the

Achieving such indicators is the subject of tax and other types of control (control of production, finance, etc.). At
this stage, the company prepares a tax scoreboard for the current period, taking into account tax liabilities, tax
payment deadlines and tax reporting. This plan must be consistent with the entity's overall financial plan. For the
purpose of further tax control the scale of deviations of the corresponding indicators-markers is developed.
Further, we propose general actions to optimize the tax activities of agricultural companies (Tab. 3).

Table 3. General actions to optimize the business tax activities, considering opportunity areas.

Source: developed by the author

Proposed measures

Actions taken

Notes

Transition to a special
annual period for farmers

Submission of income tax return for
the first half of the year

No mark in Field 9 Special marks of the
Declaration of affiliation to agricultural
production

Avoidance of the simplified
taxation system in
connection with the
transition to the payment of
other taxes and fees.

Application for the transition no later
than 10 calendar days before the
beginning of a new calendar quarter
(year) and sending a tax letter stating
the election of a special tax period by
the agricultural enterprise.

Increasing the size of the regulatory
monetary valuation of agricultural land
and single tax rates is the reason that
other tax systems are more profitable
from an economic point of view.

Adjustment of the financial
result downwards using
inventory charts for
accounting, storage of
seeds and finished products

Development of accounting policies
for financial and tax accounting

- improvement of accounting policy for
accounting and tax purposes;

- assessment of tax risks (possible
penalties): implementation of the
most rational — from a tax point of
view — placement of assets and
profits of the organization

Development of an
effective system of internal
control of tax risk
management

Establishment of a corporate internal
tax control service

Development or improvement of
corporate standards and changes in
the organizational structure as needed
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The organisational stage characterizes the assessment of tax accounting and reporting (determination of the tax
base, calculation of taxes and payments, accounting and tax records, preparation and submission of tax reports)
and determination of the tax burden level. Control over compliance with tax legislation, control over compliance
with accounting policies, assessment of the implementation of the tax plan. We have developed and proposed
a map to determine the degree of effective tax planning in the corporation (Table 4).

Table 4. The map to determine the degree of effective tax planning in the corporation concerning opportunity areas.
Source: developed by the author

Questions Answer options Score
1. Does your company have a position of tax Yes 3
management / tax planning specialist? No 1
Functions are performed by another 2
specialist
2. Does the company have an internal audit service? Yes 3
No 1
Functions are performed by another 2
service
3. Are there different terms of the agreements that Yes 3
consider tax, contractual and economic consequences? No 1
Partially (for some indicators) 2
4. Does your company use general planning and Yes 3
budgeting? No 1
Partially (for some indicators) 2
5. Does the company deal with annual tax planning of Yes 3
its activities with respect to changes in national tax No 1
legislation? Partially (for some indicators) 2
6. Is tax accounting enshrined in the accounting Yes 3
policies? No 1
Partially (for some indicators) 2
7. Are there different accounting methods that form the | Yes 3
valuation of assets, the procedure for recognizing sales No 1
revenue and write-off that are directly related to the Partially (for some indicators) 2
taxation of the company and its financial condition?
8. Does the company meet the deadlines for taxes and Yes 3
fees to the budget and payments to extra-budgetary No 1
funds? Partially (for some indicators/payments) 2
9. Does the company implement the most rational — Yes 3
from a tax point of view — placement of assets and No 1
profits of the organization? Partially (for some indicators) 2
10. Does the entity exercise the primary control over | Yes 3
legal provisions in the course of calculation and payment | No 1
of taxes and fees and accounting policies by using certain | Partially (for some indicators) 2
techniques in tax accounting?
11. Is the implementation of the planned performance Yes 2
indicators monitored? No 1
12. Are targets being adjusted for internal or external Yes 2
business conditions? No 1
13. Are profit targets calculated with respect to the Yes 2
company tax burden? No 1
14. Are profit targets calculated with respect to the Yes 2
company development strategy? No 1
15. Is the use of the company's cash in tax flows being Yes 2
estimated? No 1
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In Table 5 we show the key designed to calculate the scores that evaluate the indicators to determine the degree
of effective tax planning in the corporation considering opportunity areas

Table 5. The key for calculating the scores that evaluate the indicators to determine the degree of effective tax planning
in the corporation considering opportunity areas. Source: systematized by the author

Group of indicators | Question number Range Multiplier Minimum Maximum score
score

| Organisational 1-5 1-3 0.3 1 3

I Methodological 6-10 1-3 0.4 1 3

Il Analytical 11-15 1-2 0.3 1 2

Total score, x 5 13.5

The score for each group of indicators (I-1l) is calculated by multiplying the amount by points per factor. 2) The
total score is obtained by summing the indicator for each group. Evaluation of results: number of points 10 <x
213.5 — sufficient level; 7 <x 2 10 — satisfactory; 52 x> 7 — low.

Next, the tax burden is calculated using the company's profit and according to the formula:

(1) PNpr =PnP : Prx100 %

where PNpr — tax burden on an individual business through the company's profit rate, %;
PnP - the total amount of taxes and fees paid in the reporting year;
Pr — profit in the reporting year, thousand UAH.

Results on the degree of effective tax planning in the corporation are presented in Table 6.

Table 6. Matrix of results on the degree of effective tax planning in the corporation.
Source: summarized by the author

Company Degree of effective tax | Assessment of The need for tax planning in the
planning in the the tax burden enterprise
corporation (max. 13.5) level, PNpr
Novaagro Trading 9 (sufficient) 28% There is a need for tax planning and
House LLC opportunities
Crocus Agro LLC 8 (satisfactory) 42% Tax planning is a priority in the
Agrain Agrigroup 7 (insufficient) 43% company. After all, the level of tax
KVADRO Group 7 (insufficient) 45% burden is significant and can negatively
affect business activity

We also propose a scheme that reflects the participants of the tax planning system in the corporation and can
be the basis for changes in the business organizational structure, corporate documents and job descriptions
of those responsible (Fig. 4).

To ensure the implementation of the scheme (Fig. 4) tax planning is considered as part of the management
of financial and economic activities in the company within a single strategy of economic development. In this
aspect, the tax planning process will ensure the systematic use of legitimate and optimal tax methods and
techniques in conditions of limited resources, the possibility of their alternative use and opportunity areas.
Analytical activities and reporting of a tax planning specialist are the basis for evaluating the company's activities
to develop a business plan.

https://doi.org/10.32933/Actalnnovations.40.3e ISSN 2300-5599 e © 2021 RIC Pro-Akademia — CC BY



https://doi.org/10.32933/ActaInnovations.40.3

Acta Innovations e 2021e no. 40: 31-43 e 41

Opportunity areas:

Participants of the tax planning system in the legitimacy
] corporation social responsibility
stakeholder interests
% Tax Department (tax policy, corporate tax L 5 Corporate .responsibility
service) field
Assessment of the consequences of management decisions made in tax planning. This
department manages and coordinates the activity in the system of corporate tax <
planning and initiates problem-solving
< Planning and Formation of the tax budget (plan) involving necessary/interested P
Economic structural units of the organization
Department

Accountin Formation of accounting and information base required for tax
& planning. Tax and financial accounting. Tax reporting and preparation [«
Department . .
of financial statements

Legal Registration of conclusion and renewal of contractual relations P

Department considering the tax budget (plan) h

Finance Delivering plans and forecasts for the corporation's strategy with

Department respect to outgoing and incoming tax flows in the payment budget <
(plan)

Fig. 4. Participants of the tax planning system in the corporation, the scope of their corporate responsibility considering
opportunity areas. Source: developed by the author

Impact

Tax planning is a component of the strategic management of corporations, which affects the economy, increasing
the company's profitability, as well as reputation through improving corporate social responsibility in the
strategic perspective. The developed innovative model of tax planning is offered to the company management
so that they can determine the locus of tax planning in corporate management to legally optimize tax
expenditures for further business development. The implementation of such a model can be completed by both
comments on changes in taxation and on their basis recommendations to the relevant departments of the
enterprise, and corrective action on deviations that have arisen.

Our research shows that overly aggressive tax minimization can lead to significant adverse outcomes such
as fines as well as reputational damage. Therefore, tax planning is a way to optimize tax expenditures. To do this,
the company's management must support the tone at the top, which balances the goal of increasing revenue
and the need for tax expenditures. Contributing to an appropriate level of thinking, management plays a key role
in shaping the company's appetite for profits and ensuring decision-making on strategic tax planning.

After implementing the proposed scientific and practical development, the economic effect is expected through
the preservation of working capital; increase in the overall efficiency of economic activity; growth financial
stability. However, we note that the results of tax planning should be assessed not only by the amounts of
reduced taxes and benefits, but also in terms of reducing possible losses and expenses that would be inevitable
in business without considering the existing features of taxation.

Implementation of the tax planning model at Novaagro Trading House LLC will provide an opportunity to reduce
the level of tax burden by 1.5%. When implementing the model in such companies as LLC Crocus Agro,
AgrogroupAgroin, and Group KVADRO, the level of their tax burden will be reduced by 1.4%; 1.6%; 2.5%
respectively. To do this, we built a tax field, conducted tests of contractual relationships of the enterprise, and
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proposed the use of optimal forms of contracts in forecasting and determining taxable income and performance
indicators to minimize the tax base for individual taxes or payments. It should also be noted that the
implementation of the model of corporate tax planning involves the availability of qualified personnel who can
ensure its step-by-step implementation as well as understands the scope of personal responsibility.

Since tax planning initiatives can assess both risks and benefits it should be seen as a proxy for business
reputation and social responsibility.

The expected social effect from the implementation of the proposed scientific and practical development will
have a positive impact on the social sphere by preventing the violation of public interest. At the same time, tax
planning should consider labour and civil law which are directly related to tax optimization schemes.

What is more, the impact of tax planning on the economic and social efficiency of the corporation should be
assessed on the basis of systematic and structured accounting, analytical and tax information. Given this, we
consider it appropriate to form an annual taxation framework for a company and assess the level of tax burden.

Conclusions

Corporate tax planning activities are at the intersection of economics, finance, and management within the
opportunity areas such as legitimacy, social responsibility, and interests of stakeholders. In recent years, there
has been an increase in public awareness of corporate tax activities.

The novelty of this study includes organizational and methodological tools of tax planning, considering the
opportunity areas which rest upon causal links between changes in the legislative framework, internal and
external business environments. Such development is proposed in the context of continuous improvement of the
corporation's management system, which is possible by expanding the competencies of employees who are
responsible for tax planning. The set of tax planning tools has been improved through the taxation framework
for a company considering the opportunity areas. This allows for further effective tax activities in the corporation
in respect of changes in legislation, social responsibility and the interests of stakeholders.

Tax planning has been studied as a legitimate tool of tax management, which aims at optimizing tax payments
to improve business performance. We concluded that in modern conditions, tax planning should be carried out
constantly, regardless of the level of tax burden. However, according to the results of the survey, most
respondents found the main advantage of the corporation, and that is problem-solving facilitation in terms of
activity management. This means that tax planning can be effective through the effective organization of
company activities. The proposed measures for the tax planning considering the opportunity areas can bring real
value in financial terms. This is possible because when taxes are fully understood and expected, the corporation's
management will be able to regain control over cash flows, debt payments and other liabilities.

The results of this study are relevant to improving the tax performance of corporations. This approach should be
based on consistent consideration of factors, criteria and principles of conservation of corporate resources,
targeted improvement of employee competencies and introduction of tax planning tools to optimize tax
payments.
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