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Liudmyla Bovsh (Ukraine), Alla Okhrimenko (Ukraine),
Margarita Boiko (Ukraine), Sandeep Kumar Gupta (India)

TOURIST TAX ADMINISTRATION
IN THE FISCAL TARGET SYSTEM
FOR HOSPITALITY BUSINESSES

Abstract

Decentralization reforms cause social challenges and shape a new configuration, condi-
tions and behavioral etiquette for business entities in the fiscal environment of local com-
munities in Ukraine. Destinations with significant tourism potential can form a powerful
budgetary resource through local taxes, including tourist tax. The study aims to develop
a tourist tax administration system in the context of drawing up local budgets and fiscal
targets of hospitality businesses. The dynamics of tourist tax revenues to local budgets was
traced, which shows a rapid growth in the pre-pandemic period by 47.1% and a slight
decrease in 2020. The forecast indicators for the tourist tax growth are determined: by
the end of 2022, it is 73.4% compared to 2019. The likelihood of achieving such results
is justified by the increase in domestic tourist flows and the possibilities of increasing the
efficiency of the tourist tax administration system. Most united territorial communities
(UTC) have problems with formalizing the management process, lack of strategic vision,
partial or complete lack of information on budgeting and administration of taxes and fees,
including tourist tax. This led to the following proposals: the development of strategies
and tactics that motivate fiscal discipline; assistance to cooperation of hospitality entities
with UTCs; providing digitalization, agilization and forward-looking improvements that
set benchmarks for business. The emphasis is on hospitality businesses’ ability of effec-
tively utilize the financial resources generated by the tourist tax, which will contribute to
developing the overall potential of UTCs and shaping the competitiveness of territories

Keywords fiscal space, taxes, tourist tax, hospitality business

(hotel business entity), united territorial communities,
economic potential

JEL Classification E62, H71, L83

INTRODUCTION

The pandemic crisis caused by the spread of COVID-19 in the world
and in Ukraine has slowed down processes in almost all spheres of
society and significantly affected the functioning of tourism and its
important component - the hotel business. The manifestation of this
impact can be characterized as controversial due to the ambiguity and
the emergence of new opportunities for the development of the hospi-
tality environment, which requires institutional support in the form of
tax and budgetary incentives. Given that the functioning of hospitality
businesses is characterized by its scale and multiplicity, since a wide
range of other economic activities is involved in the creation of a hotel
product and conditions for its consumption, a favorable fiscal space is
formed in certain Ukrainian destinations. At the same time, a marker
of the successful development of the territories’ economy is the target-
ed efficient use of tax revenues and effective interaction of the fiscal
space subjects. The state decentralization policy allows determining
the strategic vectors for the development and use of accumulated lo-
cal taxes and fees for the improvement of tourism and hotel business
infrastructure, promotion of business projects and social equalization.
From this perspective, it is important to study the system of adminis-
tration of local taxes and fees, in particular the tourist tax, which has
a clear targeted operationalization.
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1. LITERATURE REVIEW

In Ukraine, in the context of expanding financial
decentralization, studies of the formation of a fa-
vorable and efficient fiscal environment are being
updated. Pshyk (2019) and Tsymbalyuk (2019)
pay attention to the role of a fiscal space in en-
suring the development of regions in the context
of identifying ways of accumulating and search-
ing for reserves to increase local budget revenues
and optimize expenditures to achieve the set goals.
Accordingly, there is a need to search for new and
improve existing mechanisms aimed at strength-
ening the financial base of the regions in order to
stimulate their development.

The need to create an effective fiscal space is ex-
plained by the fact that countries with a low and
medium level of the institutional framework for
formulating fiscal policy could face the permanent
deficit and public debt problem (Chugunov et al.,
2018, p. 113). At the same time, the fiscal and po-
litical autonomy of local governments is designed
to ensure social and economic development and
raise the quality of public services (Pasichnyi et al.,
2019, p. 37).

The need for an effective fiscal policy is due to the
process of administering taxes and fees, which
Ukrainian scholars consider in various aspects,
including legal, financial, economic and manage-
rial. In this case, one can agree that tax admin-
istration is a form of a complex systemic organ-
ization of tax regulation, control and collection,
based on a combination of imperative methods
of tax authorities and incentives for taxpayers’ in-
itiative (Sadekov, 2009, p. 90). In terms of social
management, tax administration is understood as
the management of people and events in the field
of taxation through hierarchically structured de-
cisions of representative bodies and actions of rel-
evant executive authorities (Andrushenko, 2003, p.
28). Accordingly, various business entities, includ-
ing the hotel business, are directly involved in the
administration of taxes and fees.

Accommodation taxes in hospitality businesses
are established in different countries around the
world. In many cases, the proceeds from the var-
ious hotel and accommodation related levies are
used for tourism marketing, promotion and local
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development. Only in five countries (Chile, the
Czech Republic, Egypt, Ireland and Spain), these
taxes are nationwide, in the rest they are at the
sub-national and primarily the municipal level
and may be seasonal in nature (OECD, 2014, p. 85).

To support the development of individual united
territorial communities (UTCs) and destinations
and diversify the fiscal space in Ukraine, a tour-
ist tax was introduced as a local tax, the funds of
which are credited to the local budget (Verkhovna
Rada of Ukraine, 2010). In accordance with the
Ukrainian legislation, from January 1, 2019, the
mechanism of taxation of tourist tax was changed
and the concept of a tax agent for its collection ap-
peared (Verkhovna Rada of Ukraine, 2018). Some
of the changes to this Law have been controver-
sially perceived by the tourist community due to
the replacement of tax rates as a percentage of the
minimum wage instead of a percentage of the cost
of living. Currently, the rate is set for each day of
temporary accommodation in places of residence
(overnight stay) at up to 0.5% for domestic tourism
and up to 5% for inbound tourism from the min-
imum wage established by law from January 1 of
the reporting (tax) year, for one person for a day
of temporary accommodation (Verkhovna Rada
of Ukraine, 2018).

Melnychenko (2020) presents the results of a com-
parative analysis of the mechanisms for paying the
tourist tax in the world practice of tourism busi-
ness and changes to the Tax Code of Ukraine. In
particular, attention is drawn to the fact that only
in Ukraine the size of the minimum wage and the
discriminatory rate in the amount of its collection
for domestic and foreign tourists make the basis
for taxation of the tourist tax. Shot (2018) conduct-
ed statistical studies of the dynamics of tourist tax
receipts to local budgets of Ukraine’s regions for
2014-2016.

Chvalyuk (2014), Tsymbalyuk (2019), and
Nedostup (2020) considered the legal framework
for regulating tourist tax collection. They focused
on the existing legal and organizational conflicts,
inconsistencies in the administration of the tour-
ist tax and substantiated proposals for their elim-
ination. In particular, Tsymbalyuk (2019) notes
that the occurrence of negative effects in the fiscal
targets management system is determined by the

http://dx.doi.org/10.21511/pmf.10(1).2021.01



following factors: suboptimal use of local budget
resources, in particular, significant costs of main-
taining management personnel; inappropriate use
of resources for the implementation of programs
for territories’ inclusive development, which are
often used to solve current problems and do not
have a well-thought-out conceptual strategy and
systematic measures; lack of competence manage-
ment, which is due to inexperience and inadequate
level of the leadership of the UTC bodies and caus-
es the loss of intellectual and marketing potential
of the territories, etc. (Tsymbalyuk, 2019, p. 169).

The research results show that effective fiscal reg-
ulation is ensured only through the synergy of its
fiscal, regulatory, and incentive functions, the rec-
onciliation of fiscal sustainability and tax neutral-
ity principles (Chugunov et al., 2020, p. 134). In
this context, it should be emphasized that a good
investment climate for tourism, underpinned by
a sound tax regime, can play a central role in a
government’s growth and development strategy
(Corthay & Loeprick, 2010). Therefore, there is
an urgent need to study the problems associated
with improving fiscal processes at the local level,
in particular, it terms of tourist tax.

Given many legal contradictions in tourist tax ad-
ministration, there is a need to determine moti-
vating factors in the observance of fiscal discipline
and the fiscal targets of hotel businesses on the
collection of tourist tax in the existing legal field,
which leads to the opportunities that determine
the introduction of new mechanisms and technol-
ogies for accumulating and using tourist tax for
the development of territories.

2. AIM

The study aims to develop a tourist tax admin-
istration system in the context of the formation
of local budgets and fiscal targets for hospitality
businesses.

3. METHODS

The cross-disciplinarity of the object under study
has led to the use of a set of empirical methods,
in the formation of both models and research re-

http://dx.doi.org/10.21511/pmf.10(1).2021.01
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sults. Thus, the axiomatic method made it possi-
ble to determine fiscal space entities” goals and ex-
pectations and build a model of fiscal targets for
hospitality entities in the strategy for the devel-
opment of territories. Using the systematization
method, a composition of the architectonics of
the relationship between UTCs and the entities of
hotel and tourism business in the fiscal space was
formed. Logical argumentation is used to substan-
tiate the interaction of socio-economic and fiscal
spaces in the formation of the competitiveness of
the territories due to the financial interaction of
hospitality businesses and UTCs. Statistical analy-
sis tools provided a quantitative assessment of the
dynamics of fiscalization of the tourist tax, and
the method of extrapolation along the trend line
formed the probabilistic growth rate of the tour-
ist tax for the forecast period. The information ba-
sis of the study was the reporting materials of the
State Fiscal Service of Ukraine and the State Tax
Service of Ukraine, as well as a review of the offi-
cial websites of regional state administrations to
inform about the functioning and development of
UTCs.

4. RESEARCH RESULTS

In Ukraine, as a result of the decentralization re-
form launched in 2014, united territorial commu-
nities (UTCs) were created, which outline certain
administrative-territorial units of one region with
common socio-economic interests. The new enti-
ties received more authority to manage finances,
which come directly from the state budget for de-
velopment purposes and accumulate as a result of
fiscal processing of local taxes and fees. The inter-
ests of recipients - UTCs and local business — are
centered around the activated cash flows. The state,
in turn, delegating the rights and responsibilities
to the UTC bodies for the formation of fiscal pol-
icy and the mechanism for their collection, pro-
vides solutions to macroeconomic problems. Thus,
fiscal targets are the determining factor of the cur-
rent mechanism of state tax and budgetary policy,
which are implemented in the macro-plane and in
the activities of territorial units (UTCs, destina-
tions, regions). To single out the directions of fiscal
targets of hospitality businesses, it is necessary to
contaminate them. Thus, fiscal targets are areas of
aggregation and redistribution of financial flows,

3
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Source: Developed by the authors.
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* meeting obligations to the
state;

* provision of social guarantees
by the state;

* reducing tax and control
pressure;

* effective lending and grants
from local and state budgets;

* tax holidays during pandemics
and man-made disasters;

* preferential taxation on the
implementation of startups,

Figure 1. Fiscal targets for hospitality businesses in the territorial development strategy

the source of which are taxes and fees, and end
users are entities that carry out certain activities
at the expense of these funds, or projects aimed at
developing a territorial unit.

Tourist tax as a target budget instrument is a local
tax, the funds from which are credited to the local
budget. The tourist tax rate is determined by lo-
cal authorities independently and is based on the
minimum wage. In this process, hotel business-
es act as tax agents who form the goals and tax
expectations when shaping the strategic develop-
ment of a territory (Figure 1).

The goals of territorial authorities in collecting
taxes and fees are to ensure local social and eco-
nomic interests. When forming the competencies
of fiscal discipline, the hospitality entities a priori
expect a fair redistribution of financial flows that
will provide them with favorable economic condi-
tions and will stimulate development, in particu-
lar, in the face of the pandemic plateau uncertain-
ty. In turn, the state generates interests in solving
macroeconomic problems: the development of
business and territories will help to overcome un-

4

employment, contribute to economic growth, tar-
geted distribution of financial flows of local and
state budgets, etc.

Fiscal targets are, of course, limited by the size of
the territory’s tax potential. Therefore, at the stage
of their specification, it is advisable to study the
dynamics of the volume of tourist tax. According
to the State Fiscal Service of Ukraine (2019), in the
last six years of the pre-pandemic period, revenues
from the payment of tourist tax have been grow-
ing dynamically every year, and the result in 2019
became a record and amounted to UAH 196.2
million (Table 1).

Thus, in the pre-pandemic period (2014-2019),
there is an increase in growth rates by an average
of 47.1%:

349.9-45.7-29.8-29.2-116.3.

It is worth noting the territorial disparities in the
amount of tourist tax. In particular, the city of
Kyiv and regions such as Lviv, Ivano-Frankivsk,
Mykolaiv, Odesa, Zakarpattia, Zaporizhzhia, and

http://dx.doi.org/10.21511/pmf.10(1).2021.01
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Table 1. Dynamics of tourist tax receipts to local budgets of Ukrainian regions in 2014-2019

and for 11 months of 2020, thousand UAH

Source: Developed by the authors according to the State Fiscal Service of Ukraine (2019) and the State Tax Service of Ukraine (2020a, 2020b).

Region name

11 months
of 2020

Autonomous Republic of Crimea

Vinnytsia

Volyn

Dnipropetrovsk
Donetsk
Zhytomyr

Zakarpattia

Zaporizhzhia

Ivano-Frankivsk

Kyiv

Kirovohrad
Luhansk
Lviv

Mykolaiv
Odesa
Poltava

Rivne

Sumy

Ternopil
Kharkiv
Kherson

Khmelnytskyi

35800

23872
85609 62072
8,208.3
61029

2369 93%06 96558
259.3 721.7 628.8
L. 90 1439 1 10850 14384
10,730.7 13,417.6 21,561.8 11,55
L MA91 18326 43004 . 45415
90839 115507 213828 149171

2
L3752
YU
1,09>:3

LIRS

Cherkasy LT

Chernivtsi . 527.2 1,122.2 693.
s oo s ams s iensiasy
The city of Kyiv 57880 97790 . 147066 164416 . 236878 636287 28,0440
The city of Sevastopol 0.0 0.0 0.0 0.0 0.0
Headquarter 26 32579 AQ736 87099 . 93167 . 101217 . 65296
Tota| 27667 371261 . 540948 _ 702345 907258 . 1962002 . 1278224
Annual growth rate, % X 49.9 45.7 29.8 29.2 116.3 -34.8

Kharkiv have the greatest fiscal potential, and the
least — Rivne, Kirovohrad, Luhansk, and Donetsk
regions, due to the depressive nature of the hotel
business in these territories. Moreover, in some
periods, the ratio of tourist tax payments between
the leading regions and outsiders was more than
20-30 times. Objective factors influenced the in-
dicators of the tourist tax in 2020, the payment
of which is decreasing in 11 months in most re-
gions. The trend line of the general tourist collec-
tion dynamics in the Ukrainian regions is shown
in Figure 2.

In the process of forecasting fiscal expectations,
the statistical data is better approximated by the
dependence y = 19,897¢%*"*>* with the coefficient
of determination R? = 0.9036. So, it is determined
that by the end of 2022 the volume of tourist tax

http://dx.doi.org/10.21511/pmf.10(1).2021.01

will amount to UAH 340.0 million, i.e. an increase
of 73.4% is provided compared to 2019. The achiev-
ability of such indicators is reflected in the rather
positive results of the development of domestic
tourism in some Ukrainian regions, even during
the pandemic. Thus, according to the State Tax
Service of Ukraine (2020b), in three regions — Kyiv,
Mykolaiv and Luhansk - the indicators of tourist
tax for 11 months of 2020 compared to 2019 (see
Table 1) even increased by 2.9%, 4.6% and 32.6%,
respectively. In some regions, during this period,
a decrease in tourist tax payments is significant,
but non-catastrophic: Ivano-Frankivsk - 10.4%,
Chernihiv - 12.0%, Poltava — 15.0%. However, the
regions with the greatest decline should be noted:
Zhytomyr — 43.4%, Ternopil - 45.9%, Lviv - 6.4%,
Vinnytsia — 46.6%, Kherson - 47.6%, and the city
of Kyiv - 55.9%. In general, according to the State

5
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Figure 2. The trend line of the general tourist tax dynamics of Ukraine’s regions in 2014-2019
and for 11 months of 2020 (exponential dependence)

Tax Service of Ukraine for 11 months of 2020,
the amount of proceeds from tourist tax is UAH
127,822.4 thousand, that is, 65.2% of the annual in-
dicator for 2019.

Relatively optimistic expectations are due to the
possible increase in the flow of visitors in hotel
businesses due to the recession and end of the
COVID-19 pandemic in the second half of 2021
and the growing need for recreation and rehabili-
tation in the post-quarantine period.

Thus, Melnychenko et al. (2020, p. 303) in their
study, based on the results of a survey of experts
using the Delphi method, determined that in
the event of the end of the world pandemic, the
Ukrainian tourism sector can reach the pre-crisis
indicators in 1-3 years.

Despite the fact that the share of tourist tax
in comparison with the total revenues of local
budgets in Ukraine is quite low — 0.07% in 2019
and 0.04% in 2018 (calculated according to the
State Tax Service of Ukraine, 2020a), in some
UTCs that have significant tourism potential
and are using it successfully, the tourist tax,
reaching 10-15% of local tax revenues, allows
them to be effectively used for the communities’
needs.

Nowadays, domestic tourism (and later foreign) in
Ukraine and its material and technical base - the
activities of the hospitality businesses — can be-
come an impetus for the development of territories,
including UTCs, to overcome their local and mac-
roeconomic problems. Some UTCs or their associa-
tions (inter-municipal cooperation), on the basis of
partnerships in marketing, education and IT with
the involvement of tourism and hotel infrastruc-
ture, including tour operators and agents, may or-
ganize certain clusters or other structures — coop-
eration of territorial communities (Figure 3), which
will increase the tax potential of the territory.

However, due to the lack of strategic vision, ex-
perience and funding, these processes are pro-
gressing at a slow pace. Therefore, there is a need
to intensify the use of innovations that can foster
the development of UTCs in the context of tour-
ism through the implementation of small projects
that do not require significant resources, but their
results can have a significant effect, in particular
fundraising projects (crowdfunding), social bonds.
At the regional level, these projects will consider
the expectations and values of the participants
in the fiscal space and will promote the develop-
ment of tourism and, therefore, the receipt of ad-
ditional funds, community integration, employ-
ment growth, etc. Financing of partner structures

http://dx.doi.org/10.21511/pmf.10(1).2021.01
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Source: Developed by the authors.
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1
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1
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1

1
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1

1
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Craft workshops,
souvenir
workshops

Other (transport,
event, health,
trade) institutions

Tourism
entities

Figure 3. Architectonics of relationships between UTCs and hotel and tourism business entities
in the fiscal space

through the accumulation of their own financial
resources, including fiscal ones, became possible
thanks to the decentralization reform and the im-
plementation of international grants, donor as-
sistance, financing within the framework of state
programs, private financial initiatives, which is
confirmed by the adoption and implementation
of strategic concepts of road maps for tourist des-
tinations: Kremenets, Dolyna, Lutsk, Ternopil,
Klevan, Terebovlia, etc.

An important aspect in the administration pro-
cess is control over the target direction of the tour-
ist tax for the development of the tourist and hotel
infrastructure of the local community. Thus, in
2021, a local financial body was introduced - an
institution that performs the functions of drawing
up and executing local budgets, monitoring the
spending of budget funds, as well as other func-

http://dx.doi.org/10.21511/pmf.10(1).2021.01

tions related to the management of local budget
funds (Verkhovna Rada of Ukraine, 2020). The in-
itiative to create such a body belongs to local com-
munities, in particular the Association of United
Territorial Communities. Given that 100% of
property tax, namely this category includes tour-
ist tax, it is allowed to master a UTC, hospitality
entities can implement private and business initi-
atives to develop the infrastructure of the territory,
which will contribute to mutual development and
increase the territory’s competitiveness and tour-
ist attractiveness (Figure 4). Hospitality loans can
be realized both through direct lending to UTC
projects, and through the purchase of local secu-
rities of the UTC beneficiary of the project (local
financial authority), in particular bonds, bills, etc.

Tax and fee administration as a management pro-
cess involves the performance of incentive func-
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Source: Developed by the authors according to
Kloba (2018) and Podzizei (2020).

Hospitality businesses
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projects, branding of territories, etc.

------------------- T ———

Investment

: Tourist attractiveness of
' territories

territories

attractiveness of

Environmental, infrastructural and socio-
economic quality of territories

Figure 4. Financial interaction of hospitality businesses and UTCs in the formation of territories’
competitiveness

tions. Given the fiscal potential of the territories
(Table 1) in the context of the COVID-19 pan-
demic, a priori it is necessary to implement vari-
ous projects that will help reduce socio-economic
tension by promoting the employment of econom-
ic entities and people temporarily economically
inactive due to the lockdown. At the same time,
the creation of remote services that will serve the
business relations of the territory and fiscal pro-
cesses will contribute to the health and financial
compliance of business entities, the introduction
of branding of tourism opportunities in the local
and national market of tourist services, as well as
the rapid recovery of economic activity after the
pandemic.

Given the outlined features of the collection of
tourist tax by hospitality businesses, it is neces-
sary to identify the existing multifaceted prob-
lems of administration that require further re-
search and development of ways to overcome
them:

o legislative inconsistencies (determining the
tax base, taxpayer differentiation, a collection
mechanism);

« the need for targeted use of tourist tax for the
development of tourist infrastructure;

o stay of vacationers in the private sector and
their non-payment of the corresponding fees;
this problem, as a rule, concerns the de-shad-
owing of the tourism business;

o the need for cooperation between the local
population and the authorities;

« active informing of UTCs on the presentation
of their own potential in the virtual space, and
opportunities for innovative development, the
introduction of startups, attracting financial
resources from alternative sources;

o bringing legal norms in line with European
legislation.

Studies of the information and resource base of
UTCs show that a certain problem in the tax and
fee administration system is the definition of meet-
ing points between UTCs, the population and po-
tential investors due to poor informatization. Thus,
a sample analysis of the regions showed the ab-

http://dx.doi.org/10.21511/pmf.10(1).2021.01



sence of official websites in most UTCs, and only
social networks were used, in particular Facebook.
In addition, the websites of regional state adminis-
trations have a detailed list of available UTCs, but
there are practically no direct links to their web-
sites. Some regional administrations, including
the Zakarpattia Regional State Administration,
have demonstrated positive experience in creat-
ing constructive investment maps and investment
passports, which contributes to creating income
centers and developing their fiscal prospects, but
information is limited and is indicated in the list
of investment proposals. Therefore, one can point
the need to optimize UTC information resources
by digitalizing fiscal and socio-economic targets,
creating direct active sites and managing them.

In turn, UTC’s improvement in tax administration
and shaping fiscal targets correlates with agilization -
a concept that broadens awareness of the role of fiscal
targets and correlates with UTC objectives: commu-
nity interests and partnerships are more important
than processes and tools; concept products are more
relevant than documentation, effective iteration sim-
plifies the process, and willingness to change helps
to respond flexibly to threats and crises (Janssen et
al,, 2020). As part of information site management,
branding includes the process of drawing the atten-
tion of potential partners and investors, other UTCs
to the resource opportunities of the territory and
mutually beneficial cooperation that reinforces the
polarity of fiscal targets in the future. The focus of
branding is not only on the domestic, but also on the
global information market, so the fiscal opportuni-
ties of the territory can be a criterion for attracting
investment attention. Thus, the level of the tourist
tax collection can become a litmus test for determin-
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ing the positive prospects and attractiveness for the
hotel business, since it is the right of local authori-
ties, which is logically implemented in the tourist at-
traction. Thus, the launch of remote activities fund-
ed from the UTC budget will be aimed at promising
improvements, digitalization and agilization of busi-
ness processes, branding and attraction of territories
for domestic and foreign tourists.

Considering UTC as a fiscal space, these resourc-
es are focused on fiscal targets that will form value
categories:

o  business responsibility for paying taxes and fees;

« motivation and support for the development of
UTC as an effective partner and business stim-
ulator; and

o competitiveness of conditions and increasing
the attractiveness of the territory for the imple-
mentation and development of public and busi-
ness initiatives.

Thus, the optimal forecasts of fiscal targets of hotel
business entities will depend on the implementation
of the fiscal mechanism and individual parameters of
the fiscal space of territories, which, with a balanced
approach to managing tourist fees and supporting
the development of microenvironment, can become
an effective factor in inclusive development. On the
other hand, the negative effects of unbalanced fiscal
targets can cause a deepening of interregional difter-
entiation and negative direction of development vec-
tors within certain territories, as the studies of sta-
tistical parameters of the fiscal space on the basis of
a separate fiscal instrument, tourist tax, have shown.

CONCLUSION

Crisis business environment and significant tax pressures cause distortions in the mentality of tax
agents regarding compliance with tax discipline. The recently begun decentralization has not yet shown
effective examples of using budget funds, which is a consequence of imperfect communication between
participants in the fiscal space. However, it encourages the search for unique strategies and tactics that
will motivate and incentivize people to pay taxes and fees.

Tourist tax administration is based on the mentality of observing the fiscal discipline by tax agents and
connects the directions of cooperation in the architectonics of relationships, which are characterized by
complementary interests and interdependence of the participants in the fiscal space. In the context of decen-
tralization, hotel business entities, as tax agents with the properties of a multiplication catalyst, can effectively
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master the financial resource generated by the tourist tax to overcome the consequences of COVID-19 and
develop joint potential (through business concepts, infrastructure modernization, digitalization and opera-
tion of UTCs and destination branding). Therefore, creating meeting points and incentives for cooperation
is a strategic challenge for UTCs. Digitalization, agilization and promising improvements in UTC include
the introduction of informative websites showing investment passports and maps that could become a brand
book for the territory in the system of fiscal targets and new etiquette of relationships. And strengthening the
legislative and regulatory compliance of the fiscal process as intended will contribute to positive processes
in harmonizing the economic and legal field in the financial market and partnerships of stakeholders. The
introduction of financial targets in the activities of business entities and UTCs declared in the information
space will gradually diffuse into the mentality of taxpayers and by natural symbiosis will oblige local govern-
ment institutions to effectively master the sources of financial resources, thereby increasing the reputational
capital and investment attractiveness of the territory.

It is promising to deepen research into tourist tax administration in order to assess the effectiveness of
the development of local UTC taxes and fees generated by hospitality entities and implemented projects

and partnership programs.
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