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The relevance of the research is driven by the overall increasing significance of
digital innovations in fiscal policy, which is currently a global trend. It is occurring due
to the expanding access to modern technologies and the development of digital
solutions that enable governments to manage financial resources and ensure economic
stability more effectively. Ukraine is no exception, where such innovations pertain to the
use of modern technologies and digital solutions in improving financial management,
tax collection, fiscal process control, and enhancing the overall efficiency of fiscal
policy. Moreover, it is already evident that digital innovations in Ukraine's fiscal policy
are contributing to its sustainable economic development, reducing bureaucratic
procedures, and increasing the transparency and reliability of the fiscal system.
According to the above, the purpose of this article is to conduct a comprehensive study
of the features and role of digital innovations in Ukraine's fiscal policy, with a focus on
how they contribute to sustainable economic development. Within the scope of the
research, attention has been directed toward the fact that digital innovations in
Ukraine's fiscal policy encompass the utilization of modern information technologies
and digital solutions to enhance financial management, tax collection, fiscal process
control, and overall optimization of the state's fiscal policy. A conclusion has been
drawn that the primary digital innovations in Ukraine's fiscal policy include e-tax
declaration and tax collection, the electronic tax invoice (ETI) system, e-budget, and the
ProZorro system. Furthermore, it has been demonstrated that digital innovations in
fiscal policy contribute to the sustainable economic development of Ukraine by
enhancing the efficiency of budget utilization, attracting investments, boosting business
competitiveness, ensuring sustainable economic growth, increasing state revenue, and
reducing economic fluctuations. The triggers facilitating sustainable economic
development include: the overall increase in data transparency and combatting tax
evasion, reduction in bureaucracy, enhanced tax collection efficiency, stimulation of
economic growth, ensuring financial stability, automatic information exchange, and

attracting investments.



Axmyanvnicms 00CHIOJNCEHHA 3YMOGIeHA NIOBUUWEHHAM 3HAYYWOCMI YUPposux
iHHoBayiul y hickanvHiil noaimuyi, wo Hapaszi € 2nobanbHum mpernoom. ILle
8i00y8acmbcsl uepe3 pOo3WUpPerHs O0CMYn)y 00 CYHYACHUX MEXHONO02IL ma pPO3BUMOK
yugposux piwensb, AKi 00360JA10Mb  YpA0am Oilbl  egheKmueHo  Ynpasisamu
Qinancosumu pecypcamu ma 3abe3neyumu eKOHOMIYHY cmabintbHicms. He €
suKntoueHusam i Ykpaina, 0e maxi inHogayii i0eHmugiKyromocs yepe3 8UKOPUCMAHHS
CYUACHUX MEeXHON02I | Yyupposux piuersb 8 NOaiNUleHHl YNpasiinHsa Ginancamu, 300py
noo0amKis, KOHMPONO HAO @QICKATbHUMU Npoyecamu, d maKoxdc NiO8UUJeHHS
epexmusnocmi ghickanvroi nonimuxu. Ilpu yvomy, eaxce 3apas oueeuono, wo yugposi
iHnosayii y ickanvuit nonimuyi Ykpainu cnpusioms i cmaniomy eKOHOMIUHOMY
PO36UMKY, 3MEHUWEHHIO OI0POKpAMUYHUX npoyedyp ma NiOSUUeHHIO NpPO30POCmi ma
Haoitnocmi @ickanvHoi cucmemu. Bionogiono 0o suujenasedeHo2o, Memow cmammi €
3aeanvHe 00CHIONHCEeHHsT 0COOaUBOCMeEl 3ACMOCYB8AHHS MA POl YUGposux iHHOBaAYIl y
Qickanvuiu nonimuyi Yxpainu 3 mouku 30py iX CHPUSAHHS CMAIOMY €KOHOMIUHOMY
po36umKy. YV medxcax 00CniOdNCeHHsT 36epHEHO Y8acy Ha Mol gakm, wo yugpposi
iHnosayii' y ¢hickanvhit nonimuyi Ykpainu Hanexcamv 00 Cy4acCHUX IHOOpMAYiUHUX
MexHoN02ill ma yupposux piuiensb, Wo 6NPOBAON’CYIOMbCA 3 Memol0 NONINUIeHHS.
ynpaeninua inancamu, 300py nNOOAMKiI6, KOHMPOIO QicKalbHux npoyecie ma
onmumizayii gickanoroi nonimuku oepxcasu. 3pobieHo GUCHOB0K, WO OCHOBHUMU 3
yugposux innosayiu y ickanvuiti nonimuyi Ykpainu €: enrekmpouHe O0eKiapy8aHHs i
30ip nodamkis; cucmema eneKMpPOHHUX NOOAMKOBUX HAKAAOHUX, eNeKMPOHHUL
o100xcem, cucmema ProZorro. Ilpu yvomy O0osedeno, wo yugposi innosayii y
Qickanvuiu noaimuyi cnpusiomes CMAIOMy eKOHOMIYHOM)Y po36umky Ykpainu uepes
NiOBUWEHHST  eeKMUBHOCMI  BUKOPUCIAHHS — OI00NCEeMHUX  KOWMIi8,  3a1y4eHHs
iHgecmuyill, NiOBUWEHHS KOHKYPEHMOCHNPOMONICHOCII Oi3Hecy, 3a0e3neuenHs Cmaioco
EeKOHOMIYHO020 pOCMY, 30iIbUleHHsI 00X00i8 0epicasu ma 3MEeHULeHHS eKOHOMIYHUX
Konusams. Tpucepamu, o 3a6e3neyyroms CAPUSHHA CIAIOMY eKOHOMIYHOM) PO3GUMK)
€. 3azanvbHe NiOBUWEHHS NPO30pocmi OaHux ma oOopomvba 3 NOOAMKOBUMU

MaxiHayisimu, 3MeHueHHs: 0l1opoKkpamii, nioguweHHs eghekmusHocmi 300py noOamKie;



CMUMYIIOBAHHS eKOHOMIYHO20 3POCMAHHA, 3abe3nedenHs (QiHaHco80i cmabiibHoCmi;

asmomamuynuil 0OMiH iHhopmayiero; 3anyueHHs IH8eCmuyii.

Keywords: e-tax declaration; tax collection; electronic tax invoice system; e-
budget.
Knwuosi cnosea: enexmponne OexnapysanHs, 30ip nodamkis, cucmema

eLeKMPOHHUX NOOAMKOBUX HAKIIAOHUX, eleKMPOHHULL OI00dcen.

Target setting. Currently, digital innovations in fiscal policy have become a global
trend in many countries. Many countries are actively working on implementing
electronic tax collection systems, online platforms for tax filing, data analytics, and
electronic budgets. This is due to the expansion of access to modern technologies and
digital solutions development that allows governments to manage financial resources
and ensure economic stability more effectively. Ukraine is no exception, where such
innovations involve modern technology use and digital solutions to enhance financial
management, tax collection, fiscal process control, and overall fiscal policy
effectiveness. At the same time, it is already evident that digital innovations in Ukraine's
fiscal policy are contributing to its sustainable economic development, reducing
bureaucratic procedures, and increasing the transparency and reliability of the fiscal
system.

Analysis of research and publications. Research on various aspects of the
formation and changes in Ukraine's fiscal policy has been conducted by researchers
such as K. Yu. Vodolaskova, H. Kotina, M. Stepura, and Yu. Polivana. Special attention
should be given to the works of N. Syniutka and K. Krysovatyi, which are dedicated to
the implementation of digital innovations in Ukraine's fiscal policy. Considering the
content of the works, noted that most researchers, when studying innovations in fiscal
policy or general changes in this field, have emphasized their connection to issues
promoting sustainable economic development of the country. The outlined statement
confirms that research on the aspects of shaping and changing fiscal policy in Ukraine,

as well as the implementation of digital innovations in this field, is indeed very relevant



and crucial for understanding the peculiarities of transitioning to sustainable economic
development in the country. These studies are expected to shed light on how fiscal
policy impacts the economy, social justice, investments, innovation, and other aspects of
societal life.

The wording of the purposes of article (problem). The article is aimed at a
general study of the application features and the role of digital innovations in the fiscal
policy of Ukraine in terms of their promotion of sustainable economic development.

The paper main body with full reasoning of academic results. The fiscal policy
of any state can be interpreted as an approach to regulating the government's revenues
and expenditures [4]. In essence, the approach involves the continuous regulation of
aggregate demand and real national income by adjusting government spending, transfer
payments, and taxation. Considering that the regulation process is best facilitated
through digital technologies, there are currently active efforts to implement them in
Ukraine's fiscal policy. These initiatives began some time ago but gained momentum,
particularly after the Revolution of Dignity (in 2014). Primarily, this process was
associated with electronic declaration and tax collection. However, these innovations
are becoming increasingly diverse and crucial components in adjusting government
spending, transfer payments, and taxation, as they contribute to the improvement of
financial management, tax collection, control over fiscal processes, and overall
optimization of the state's fiscal policy [4].

The main digital innovations in Ukraine's fiscal policy (or information technology
and digital solutions [4]) include e-tax declaration and collection, the electronic tax
invoice system (ETI), e-budgeting, and the ProZorro system. Let's examine each of
these outlined digital innovations in more detail in terms of their overall content and
their role in regulating aggregate demand and real national income.

The key innovation is the implementation of electronic tax declaration and tax
collection. Its core content was defined through initiatives that commenced in 2014 and
was further expanded in 2016 with the introduction of the e-declaration system for
government officials and civil servants. Ukraine is actively implementing and

promoting electronic systems for tax collection and tax declaration along the following



directions (Figure 1): e-tax returns, e-register of taxpayers (where taxpayer information

iIs stored and updated automatically), e-tax collection, and the introduction of

mechanisms for automatic information exchange.

E-tax returns.

The Government of Ukraine has implemented
a system allows citizens and businesses to
submit their tax reports and returns through

online platforms !

E-register of taxpayers.
In Ukraine, an electronic register of taxpayers
was created, where information about taxpayers
is stored and updated automatically?

E-tax collection.

In Ukraine, the possibility of paying
submissions through electronic payment
systems and electronic office of taxpayers was
created?®

The implementation of automatic
information exchange mechanisms.
Ukraine has joined international cooperation
initiatives such as the Common Reporting
Standard (CRS) and the Automatic Exchange
of Financial Account Information (AEOI). 4

Figure 1. The digital innovations that have enabled electronic tax declaration and

tax collection.

Note
E-tax returns simplify and expedite the tax filing processes.
The e-taxpayer registry enables efficient monitoring of taxpayers' tax status and ensures rapid
notification of changes in the tax base to tax authorities.
E-tax collection streamlines tax payments for taxpayers and reduces the risk of errors in payments.
The implementation of automatic information exchange mechanisms involves the automatic
exchange of financial information with other countries to combat tax evasion.

Source: formed based on [2-3]
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2.
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4.

Just as innovative, citizens and businesses can submit declarations and pay taxes

through specialized online platforms, simplifying these processes and making them

more transparent.

The initiative to introduce innovations in the tax invoices field was introduced in

2016. Specifically, it focused on innovative solutions that formed the Electronic Tax

Invoice (ETI) system, which currently enables businesses to work with tax invoices in

the following directions (Figure 2):

- electronic filing and submission of invoices.

- electronic data exchange (or the exchange of electronic tax invoices between

businesses and tax authorities has been made possible [5-6]).

- e-signature and encryption.




- synchronization with accounting.

- data collection, transactions analysis, and turnover volumes of enterprises.

In unity, outlined directions constitute an electronic Value Added Tax (VAT)
administration system and a new mechanism for the preparation and registration of tax
invoices (adjustment calculations), which not only establishes the right to claim tax
amounts as a tax credit (TC) but also reduces the opportunities for implementing the
most common scheme of tax evasion by creating a "fictitious" tax credit.

For example, when a trading company purchases fictitious goods (goods that do
not exist) from a paper-only "seller" company.

The money paid "for the goods" is transferred to cash at currency exchange centers
and returned to the buyer.

In this process, the buyer gains the right to claim a VAT refund.

Electronic filling and submission . .
L2 E-signature and encryption.
of invoices. . 1
. Electronic data exchange. The capability has been
The opportunity has been created - .
. : The capability to exchange established to ensure the
to generate and submit electronic . L . L
S S electronic tax invoices security and authenticity of
tax invoices through specialized . ; .
. between businesses and tax electronic tax invoices through
online platforms or software that o .
. . . authorities has been the use of electronic
complies with the requirements of . .
. . established. signatures and data
the Electronic Tax Invoice (ETI) .
encryption.
system.

Data collection, transactions analysis and
turnover volumes of enterprises.

The VAT system facilitates the collection and
analysis of data on business operations and
turnover volumes, which can be used to enhance
transparency and combat tax evasion.

Synchronization with accounting.
The VAT system can be integrated with
the company's accounting system, enabling
automatic data updates and reducing the
risk of errors in financial accounting..

Figure 2. Digital innovations that have shaped the electronic tax invoice system.

Source: formed based on [2-3; 4]

Each direction plays a unique role in shaping the electronic administration of
Value Added Tax (VAT) and preventing the combination of tax credits generated from
imports or the production of goods in the shadow market with tax liabilities incurred by

taxpayers who need to legalize shadow goods. Including [4]:



- Electronic completion and submission of invoices refer to the creating and
sending of transport or commercial invoices (also known as shipping invoices or bill of
lading [2; 5]) using electronic means and technologies.

- Electronic data exchange. It relates to exchanging business documents and other
structured information between companies, partners, suppliers, and consumers using
electronic systems and data exchange standards.

- E-signature and encryption. It pertains to ensuring the confidentiality, integrity,
and authenticity of electronic information on the Internet and electronic
communications.

- Synchronization with accounting. It relates to the automatic exchange of financial
and accounting information between different programs or systems, such as accounting
software and other programs or systems that track financial transactions (e.g., payment
gateways, electronic invoices, inventory management systems, etc. [6]).

- Data collection, transactions analysis, and turnover volumes of enterprises (refer
to the process in which businesses gather and process information about their financial
operations, sales, and other business transactions to gain insights and make informed
management decisions [3-4]). It allows for easy tracking of the entire chain of a
company's transactions and pinpointing moments when certain goods seem to appear
out of nowhere, indicating that they simply do not exist.

However, the Electronic Tax Invoice (ETI) has simplified taxation procedures and
improved the transparency of financial transactions by simplifying the declaration
process, reducing the risk of errors (as the system automatically checks entered
information and can identify potential mistakes or deficiencies in tax invoices), ensuring
transparency and control. However, the VAT did not resolve the issue of creating a
"fictitious” tax credit but rather changed its format from the creation of a "fictitious" tax
credit to complications. The peculiarity of this scheme is that at both ends of the chain,
there is a legitimate counterparty and real goods. However, there is an exception -
imported goods are initially sold for cash. Then, they are sold again, but this time
through non-cash means and with proper documentation. For example, in 2019,

businesses generated and utilized a fictitious credit amounting to 20.8 billion UAH,



while in 2020, it increased to over 25 billion UAH. As a result, the initiative to
introduce innovations in the field of tax invoices continues to evolve and improve.
Currently, a scheme for automatically verifying business entities' tax invoices for signs
of risky transactions and blocking them in case of discrepancies in the product codes
used during the purchase and sale of goods is being developed and implemented.

The initiative to introduce innovations in the field of state procurement was
launched in 2015 in response to abuses in the procurement processes of state customers
funded by the state budget, which is essentially funded by taxpayers (in areas such as
falsification of bidding materials, contracting at prices higher than those of other
bidders, creating conditions for the victory of a specific contractor, unwarranted use of
single-sourcing procedures, and more) [1]. In 2016, this initiative became mandatory for
state customers for procurements exceeding 200,000 UAH for goods and services and
exceeding 1.5 million UAH for works. As part of the innovation, the ProZorro system
was launched, which implements electronic tenders and procurement for government
institutions on specialized platforms and brings together over 35,000 state and
municipal authorities and enterprises (purchasers of goods, works, and services) and
approximately 250,000 commercial companies (suppliers). This system consolidates 13
accredited platforms for sub-threshold and above-threshold procurement types and
several platforms that have not been granted accreditation due to the lack of a
comprehensive information security system. The ProZorro system promotes greater
transparency, fights against corruption, and improves the management of funds
allocated for government procurement. However, this system continues to be improved
in the following directions: contract performance monitoring, identifying overpayments,
uncovering collusion among tender participants, and ensuring the correctness of tender
and procurement procedures.

The initiative to innovate in the field of government budgeting, including the
implementation of an electronic budget, is an important step towards improving and
modernizing the country's budgetary system. Currently, the Government of Ukraine is

actively developing and implementing an electronic budget, which is intended to



provide citizens with access to information about the financial resources of the state and
their allocation.

Therefore, the key aspects of digital innovations in the fiscal sector currently
encompass e-tax filing and collection of taxes, data analytics, e-payments, e-budgeting,

and cybersecurity (Figure 3).

E-tax filing
and collection
of taxes 1

Data analytics Cybersecurity
2 5

E-payments® E-budgeting 4

Figure 3. Main aspects of digital innovations in fiscal policy of Ukraine

Note

1. Digital innovation simplifies the tax payment process for both individuals and businesses while
minimizing opportunities for tax fraud.

2. Digital innovation enables tax authorities to detect tax evasion and fraud more effectively, as well
as forecast revenues and expenditures of the state budget.

3. Digital innovation contributes to reducing the use of cash in circulation and facilitates control over
financial transactions.

4. Digital innovation allows citizens and companies to access information about the state's financial
resources, their allocation, and utilization through online platforms.

5. Digital innovation is critically important for maintaining fiscal stability.

Source: formed based on [2; 4]

In accordance with the outlined aspects, it is evident that Ukraine is actively
implementing digital innovations in its fiscal policy. Moreover, it is already clear that
these innovations contribute to sustainable economic development in Ukraine due to the
embedded triggers that determine the direction of increased efficiency in the use of
budgetary funds, attracting investments, enhancing business competitiveness, ensuring
sustainable economic growth, increasing state revenue, and reducing economic
fluctuations. The triggers that contribute to sustainable economic development include:

1. Increasing data transparency and combating tax evasion (which amounts to
approximately 2.5 billion UAH per month in Ukraine) are facilitated by digital
innovations that enable the publication of tax and financial data while ensuring their

accessibility to the public (Figure 4).



Involvement of Simplification of

Tax avoidance Ensure data . the data
minimization reliability tz?v‘?r?(l)'cci;nd verification
y process

Figure 4. The results of increased data transparency and the fight against
corruption
Source: formed based on [2-3; 5]

Specifically, increasing data transparency and combating corruption help to:

- tax avoidance minimization (it allows for the automation of processes related to the
collection and processing of financial information, making data on transactions, income,
and expenses more accessible and easier to verify).

- ensure data reliability (it enables the application of encryption and electronic
signatures technologies to ensure the integrity and confidentiality of financial data [5-
6]).

- involvement of the public and civil society (it allows citizens to monitor the use of
public funds and demand accountability in case of any improprieties or corrupt actions
[2]).

- it simplifies the process of data verification, allowing auditors and regulatory
authorities to conduct faster and more accurate audits of the financial activities of
businesses and government entities.

2. Reduction of bureaucracy. Electronic systems simplify tax declaration and tax
collection procedures, which:

- Facilitates business operations for legal entities and entrepreneurs.
- Reduces bureaucratic barriers.
- Ensures the accuracy and reliability of data.

3. Increasing tax collection efficiency. Automation of tax processes helps reduce
the possibility of errors and incorrect tax calculations, thereby increasing government
revenue.

4. Stimulating economic growth. Thanks to digital innovations, businesses can
operate and expand more easily, which promotes increased investments and the creation

of new jobs.



5. Ensuring financial stability. Through effective tax collection and financial
resource management, the government can [4]:

- Ensure financial stability.

- Meet the needs of society, including funding various social and infrastructure
projects, supporting social programs, and improving the quality of citizens' lives.

6. Automatic information exchange. Participation in international initiatives on
automatic financial information exchange helps combat tax evasion and ensures fairness
In the tax system.

7. Attracting investments. Creating a favorable fiscal environment based on digital
innovations can attract more foreign investments, contributing to infrastructure
development and sustainable economic growth.

Conclusions from this study and prospects for further exploration in this
area. Within the scope of research, digital innovations in Ukraine's fiscal policy refer to
the use of modern information technologies and digital solutions aimed at improving
financial management, tax collection, fiscal process control, and overall optimization of
the state's fiscal policy. The following conclusions have been drawn in this regard:

1. Digital innovations in fiscal policy contribute to the sustainable economic
development of Ukraine by enhancing the efficiency of budget utilization,
attracting investments, boosting business competitiveness, ensuring sustainable
economic growth, increasing state revenue, and reducing economic fluctuations.

2. The key digital innovations in Ukraine's fiscal policy (or information
technologies and digital solutions) include electronic tax declaration and tax
collection, the Electronic Tax Invoice (ETI) system, electronic budgeting, and the
ProZorro system.

3. The triggers promoting sustainable economic development include: the overall
increase in data transparency and combating tax evasion, reduced bureaucracy,
enhanced tax collection efficiency, stimulation of economic growth, ensuring
financial stability, automatic information exchange, and attracting investments.
The obtained results create opportunities for expanding the scope of research by

studying how digital innovations impact budget strategy and planning in Ukraine. It



includes analyzing the reduction of fiscal pressure, optimizing budget expenditures, and

ensuring the efficient utilization of budgetary funds.
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