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administration system in Georgia, according to which is
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Ekaterine Shainidze

The Place of State Tax Administration of Georgia in the
Fiscal Policy and its Influence on the Economic Development
of the Country

Summary

Effective tax administration in the perfect conditions of the
tax policy is an important factor for the economic development
of the country. Tax legislation has constantly been changing,
that creates quite unstable environment for the business
development. It should be noted that, during the tax year on
average 15-20 amendments enters in the tax legislation and
most of them enters into the force not from the new calendar
year, but from the concrete date of the concrete month, which,
of course, is one of the impediment factor to fulfil tax
obligations properly. Besides this, to mobilise a great part of the
budget income has been going on a quite strict conditions of the
tax administration during the years - mostly with the sanctions
imposed on the taxpayers during the implementation of the tax
control and the capacity of it was often exceeded to their own
taxes. The amount of the fine, which was accrued for the
taxpayer mostly was so heavy and unreliable, that he generally
stopped the entrepreneurial activity. Despite of the fact that it
has been thought over the reduction mechanism of the accrued
sanctions and taxes in the form of tax agreement, legislation
doesn't define the concrete criterions, in case if they are
satisfied, it is possible to use the mentioned lever towards the
taxpayer and it is still based on the goodwill of the state.

As it is known, tax system has two main functions - fiscal



and stimulatory. Fiscal function can be fulfilled with the strict tax
administration, but it may have short-term effect and in long-
term perspective its fulfilment will be under the danger without
using the stimulatory levers. That's why, to find optimal ratio
between these two functions, is a necessary condition of the
viable tax system.

Taxes and tax benefits, acting in Georgia, less provide to
implement the stimulatory function and violates the principle of
fairness. Herewith, the existing rules of administration, on the
one hand provides the guaranteed income of the budget, but,
on the other hand, it impedes the development of the business.
Administer, itself means the control on the fulfilment of the law.
So, as much effective the administer is, as more taxes goes to
the budget. However, in Georgia, the defect of the
administration system is that, the efficiency of the tax control is
measured with the capacity of the taxes and sanctions, accrued
additionally during the inspection.

Besides that, generally there is the lowest level of
knowledge of the tax legislation between taxpayers. Many of
them, don't fully understand why they should pay the taxes,
because they think that they can't get the relevant welfare
from the state. To make deeper the mentioned problem has
been contributed by the vague articles of the tax legislation,
which can be understood with the different kinds of
interpretation and taxpayer is often misled from it.

The tax administration system of Georgia is not adjusted
on the real economic situation, during the years it has been
focused on the completion of the budget with the using of the
strict sanctions. In recent years, many of them has been
incurred liberalisation, however, the principle of fairness is not
protected, because the rate of sanction is united for the large,



medium and small taxpayers.

Thus, the perfection of the tax administration is still actual
problem in our country, because during the years, it can't be
found the equivalent model for the transitional economic, which
provides to maintain the viability of economic activity and to
form the income of budget as well.

The great part of the work is dedicated to study and work
out the optimization ways of tax administration, which should
make the tax dodgers to pay taxes in time and in full and the
opportunity of business development as well. Herewith, taxes
should be mobilized in budget as much as possible.

The subject of the study is to define the influence of tax
administration system of Georgia on the economic
development of the country. The object of the study is the acting
rules of tax administration in Georgia.

The goal of our study is to describe the existing tax
administration system in Georgia, to show its advantages and
disadvantages and to define the directions of its perfection.

The objectives of the study:

-To analyze the effectiveness and fairness of the existing
taxes in Georgia with the mobilization of income in the budget,
towards the tax rates and tax remissions.

-To reveal the reasons of existing low tax culture in
Georgia;

-To evaluate the existing methods and forms of the
iImplementation of the compulsory measures for the fulfilment
of tax control and tax obligations;

-To search the increasing ways of tax culture of payers and
theirstimulation;

-To define the directions that stimulates the effectiveness
and fairness of tax system in view of the experience of the
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developed countries and national peculiarities.

-To work out the improvement measures of tax
administration system of Georgia in terms of maximal
realization of fiscal and stimulatory functions of the taxes.

The innovations, which have been got during the study can
be summarized as following:

- The structure of tax administration system has been
described in the work, its peculiarities of functioning in different
countries. Taxpayers in developed countries consider
themselves as the business partners of the state and they do
their bit in the public welfare. State itself, takes care of such
taxpayers and creates a favourable conditions for business
development;

- It has been studied the formation process of tax culture in
Georgia and it has been defined the factors influencing on it, as
they are: mentality, lack of awareness of taxpayers and lack of
knowledge, un-protection of the universal principle of taxation,
high tax burden, vague legislation norms, low level of trust
towards the representatives of tax authorities, unacceptability
of relevant public welfare from the taxpayer, which he should
see during the spending of the mobilized resources in the
budget and etc.

- It has been analyzed the functioning mechanism of tax
administration system of Georgia, and as a result of it has been
outlined its disadvantages, as they are: unacceptability of the
paid services for small and medium entrepreneurs, lack
definitions of the normative rules and vague instructions,
inefficient tax benefits, experimental character of the
legislation innovations, which in most cases is not useful,
inconsecutive rule of selection of compulsory measures and
etc.



- It has been calculated the prevention costs of economic
crime and tax administration. In addition, in the expenditures of
the budget the latter is identified with the financing of so called
investigation service functioning, which in reality has no
common with the prevention.

- It has been discussed voluntary fulfilment strategy of the
tax obligations (2015-2016), that has been worked out by the
revenue service. However, Revenue service has not had
information about the relevant result, that has been got, yet.

- It has been explained and analyzed some vague articles
of tax code of Georgia and the detailed information about it is
represented in the work.

- It has been discussed the existing judgement about
abolition of profit tax and it has been offered not the abolition of
it, but to use itforthe economic stimulation;

-1t has been proposed the recommendations about
measures, which should be carried out in order to increase tax
culture and improve tax administration system of Georgia
considering national peculiarities and use foreign experience,
including: orientation not on the severity ofthe punishment, but
on the perfect system of the control, to use tax levers for the
stimulation of the small and medium entrepreneurs' activity, to
increase the awareness of the legislation, common state good
should be considered as a priority during the spending the
budget fees, to establish concrete mechanism not in the form of
experiment, but calculatingly and on the basis of economic
analysis, to change the taxpayers' behaviour and to establish
partner relationships between them, to provide the legislative
stability, to inform about taxation rules and to help in the
fulfilment of the tax obligations by the representatives of the
tax authorities, in order to understand the separate articles of



tax code better, relevant instructions and comments should
have been published, in order to avoid the wrong
interpretation, change of mental opinion, to select the tax rates
in view of the prospects continuation and expansion of the
economic activity, to defend optimal condition under the
sanction ratio, as it neither impede the further activity, nor
encourage the crime, free service of preliminary decision-
making and personal tax advisor, which will be more helpful for
the small and medium entrepreneurs to fulfil their obligation
well and etc.

To regularize tax administration system and to define the
correct policy is one of the lever of economic development and
security of the country. Thus, the result of the study can be
reflected in the scientific, economic and social field:

- As an analytical reference book, that has a nature of
recommendation, for the formation of the tax administration
policy, which can be used in the form of legislative initiatives
during the implementation of changes in the tax law;

- As a methodological principle during the working out of
the relevant instructions and explanations of tax law;

-To get over the existing obstacle in the practice of the
implementation of the tax administration;

-For the purpose of identifying the main directions of
planning and implementing the fiscal policy of Georgia;

-During the conducting the lecture course and practical
studies in the higher educational institutions.
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