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DEVELOPMENT OF THE SIMPLIFIED TAXATION SYSTEM IN UKRAINE

In 2023, the number of newly opened sole proprietorships in Ukraine exceeds the number of sole proprietorships that are closed. As of 30.09.2023, more than 2 million sole proprietors are operating in Ukraine. On average, in 2023, more than 25,000 sole proprietorships are registered per month. This number is higher than the number of sole proprietorships registered in Ukraine before the full-scale invasion in 2022 [4].
There are several reasons for the rapid growth in the number of sole proprietorships in Ukraine: 1) the destruction of enterprises and the lack of sufficient jobs for people from the eastern and southern regions who moved to the central and western parts due to the hostilities; 2) the mismatch between vacancies and the qualifications of workers seeking employment, resulting in the desire of people to run their businesses.
The simplified taxation system offered by the state authorities to entrepreneurs is quite convenient and widely used. Entrepreneurs under the simplified taxation system may choose one of four single tax groups. The ability to operate within a particular single tax group depends on the scope of activities, type of business, number of employees, and other factors specified in the applicable legislation. The most commonly used groups are the first, second, and third, as the fourth group is only available to agricultural producers.
The first group includes individual entrepreneurs who do not employ employees, exclusively sell goods from market stalls, and/or carry out business activities providing household services to the public. The second group includes entrepreneurs engaged in the provision of services, including household services, to single taxpayers and/or the public, production and/or sale of goods, and restaurant business. The third group includes individual entrepreneurs who do not employ employees or the number of persons in labor relations with them is not limited and legal entities of any legal form. Starting from 1 January 2023, the income limit is as follows: 1) for the first group - 167 minimum wages (UAH 1118900); 2) for the second group - 834 minimum wages (UAH 5587800); 3) for the third group - 1167 minimum wages (UAH 7818900). Maximum single tax rates from 01.01.2023: 1) the first group of individual entrepreneurs - UAH 268.4, i.e. 10% of the subsistence minimum; 2) the second group of individual entrepreneurs - UAH 1,340, i.e. 20% of the minimum wage. For the third group of individual entrepreneurs, the rates will remain unchanged in 2023: 1) 5% of income for non-VAT payers; 2) 3% of income for VAT payers [1; 2].
Ukraine's simplified taxation system is characterized by low tax rates compared to other European countries and is intended, according to the Ukrainian government, to boost entrepreneurship in Ukraine. At the same time, the difficult economic situation caused by the war necessitates an increase in budget revenues, including increasing the tax burden. Currently, the experience of Poland is being considered, which can be used as a basis for approaches to reforming the Ukrainian simplified taxation system. In particular, Poland has higher business activity limits that allow for a simplified taxation system. 
Polish sole proprietors on the single tax system can earn up to EUR 2 million a year. Next year, it will increase to EUR 3 million per year, while Ukrainian entrepreneurs are limited to UAH 7.8 million. In Poland, the tax rate ranges from 2 to 17%, depending on the type of activity. For example, Polish entrepreneurs pay 1) 2% of income from the sale of non-industrial products of animal and plant origin; 2) 3% of income from catering and livestock-related services; 3) 8.5% of income from catering and educational services 4) 12% of income from the provision of computer software installation services; 5) 14% of income from the provision of engineering and architectural services, healthcare; 6) 15% of income from wholesale trade, legal, taxation and accounting services, and brokerage [3].
The advantages of the Polish simplified taxation system are a wider range of activities that can be carried out by entrepreneurs under the simplified taxation system and higher limits of activities within which the simplified taxation system is permitted. Such an approach could be useful in Ukraine to boost business activity and increase budget revenues.
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