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Abstract

The presentation focuses on development issues in tax system of Georgia and the formation of tax culture.

Forms of relations between tax administration bodies and taxpayers are part of the tax system. The results of
the functioning of the tax system depend not only on the tax legislation and the quality of tax administration, but
also on citizen mindsets, their law-abiding behavior, their readiness for the established tax burden, and public tax
culture. It goes without saying that different societies differ from each other in their specific tax culture.

A necessary condition for building the tax system of any country is to base it on certain principles. These are
the principles of legality, responsibility, uniformity, justice, stability, cost-effectiveness and so on. When
building a tax system, attention should be paid to characteristics of the tax culture typical of the local society.

The paper discusses some of the problematic issues identified in the process of reforming the tax system of
Georgia, which are related to the current stage of tax culture development. We focused on the risks that were
identified in terms of writing off tax debts, measures to simplify the procedures for repayment of overpaid tax, as
well as increasing the excise rates. Research has shown that these specific measures have negative fiscal
conseuences in both the short and long term and have a negative impact on taxpayers' tax morality.

We believe that the degree of readiness of taxpayers for the tax burden should be taken into account when
planning the reform of the tax system. In addition, tax system formation and tax administration measures should
be planned in such a way that by providing the right positive or negative incentives, the motivation of taxpayers
and the attitudes of society as a whole will develop in the desired direction in the long term.

It is necessary to continue reforming the tax legislation and the administration system under the following
conditions:

e Further simplification of tax administration procedures. Further strengthening of electronic services.
Introduction of additional (especially non-tax) regulations for payers is not welcomed;

e Maintaining low tax rates. Under the conditions of the current level of tax culture, high rates push taxpayers
to shadow operations, thereby undermining their sense of loyalty to taxes;

e Care should be taken in matters of tax debt write-offs. Such precedents, especially those of a continuous
nature, distort the motivation of the payers;

e There is a need to eliminate weak points in tax legislation and administration. This applies not only to the
procedures for repayment of overpaid tax, but also to the possibilities of illegally using special taxation
regimes and a number of benefits;

e It is important to establish a perception of the stability of tax practices in society. It is necessary to adhere
the principles of the mandatory nature of taxes, regulation by law, uniformity, justice and other principles.
Only in this case, public tax culture will develop in the right direction in the long term.

Keywords: taxes, tax system, tax culture, tax administration.

JEL: H2, O17

DOI: https://doi.org/10.52244/¢.2023.11.27

For citation: Uplisashvili G. (2023) On Some Problematic Issues of the Tax System Development and
Tax Culture Formation in Georgia. International Scientific Conference "Human Capital, Institutions, Economic
Growth". Proceedings. Kutaisi University. pp. 219-228 . DOI: https://doi.org/10.52244/¢.2023.11.27

References

Organic Law of Georgia on Economic Freedom, URL:
https://matsne.gov.ge/ka/document/view/1405264?publication=3 (accessed on 17.10.2023);

Tax Code of Georgia (codified) (SCC), URL: https://matsne.gov.ge/document/view/1043717?publication=204
(accessed 17.10.2023);

Annual reports of the Revenue Service of the Ministry of Finance of Georgia, URL:

https://rs.ge/ AboutUs?cat=5&tab=1 (available on 17.10.2023);

227



Kutaisi University. International Scientific Conference
"Human Capital, Institutions, Economic Growth". 2023

Uplisashvili, G. (2021). ON SOME PROBLEM ISSUES RELATED TO LIBERALIZATION OF THE TAX
SYSTEM IN GEORGIA, Economic Profile, Volume 16, Issue 1(21), 2021, URL :
http://economicprofile.org/pdf/f903b66020df2dc2f852e4afc70ebe3b.pdf (accessed on 17.10.2023);
Uplisashvili, G. (2022). PROBLEMATIC ISSUES OF THE EXCISE POLICY OF GEORGIA, Economic
Profile, Volume 17, Issue 1(23), 2022, URL: http://economicprofile. org/pdf/Guram%20Uplisashvili.pdf
(accessed 17.10.2023);

Birger Nerré. Tax Culture: A Basic Concept for Tax Politics, URL:
https://www.sciencedirect.com/science/article/pii/S0313592608500117 (accessed 17.10.2023);

228



