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Abstract. The article deals with the study of the process of tax policy formation in the context of
European integration. The relationship and influence of European integration processes on the
formation of tax policy is determined. The analysis of the impact of European integration on the
country's tax policy and the main aspects that have an impact on the formation of tax policy were
investigated. The article emphasizes the role of European standards and recommendations in
construction an effective tax policy.

Prospective directions of tax policy formation in connection with European integration processes
are considered. The main problems of tax policy formation and aspects of the obligations defined
by the Association Agreement between Ukraine and the European Union are described, including;:
harmonization of tax legislation, efforts against tax evasion and tax avoidance, ensuring
transparency and efficiency of the tax system. In addition, the article mentions the positive impact
of European integration on the development of the business environment and the creation of
conditions for investment attraction. Measures to be implemented to ensure a fair and efficient tax
policy, as well as to reduce tax barriers to attract investment and prevent tax evasion are also
defined. The main changes in the norms of tax legislation, which must be made in accordance with
the requirements of the European Union, are considered. It is noted that the development and
adoption of certain norms of tax legislation are insufficient, since it is also necessary to form the
administrative potential of the tax administration. The challenges facing the country in adapting to
European standards in the field of taxation are considered and described.

According to the draft Plan for the Recovery of Ukraine, the main goals of tax policy formation are
reflected, taking into account the requirements of Ukraine's integration into the European Union.
The main areas of tax reform have been determined, including: formation of a favorable tax policy
for economic growth; adaptation of the norms of tax legislation in accordance with the Association
Agreement to the requirements of the European Union; improvement of tax administration to
increase investment activity.
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1. INTRODUCTION

Tax policy is an important tool for economic development. It affects financial stability, business
development, investment activity and general development of the country's economy. An effective
tax policy contributes to the strengthening of the economic system, growth of the gross domestic
product and provision of the economic growth.

Tax policy is "state activity in the field of establishment, legal regulation and organization of
taxes and tax payments to the centralized funds of the state's monetary resources"
(https://cutt.ly/5wyivSP1).

The main tasks of the tax policy are to ensure revenues to the budget, regulate the distribution
of income, effective use of the state's financial resources and stimulation of the country's economic
development.

In modern conditions of globalization and strengthening of international cooperation,
European integration processes are becoming an integral part of the policy of many countries. One
of the important aspects of European integration is the formation of a tax policy that meets the
requirements and standards of the European Union. In the conditions of European integration, the
issue of forming an effective tax policy is gaining even more relevance and is important for the
economy’s development. Accession of Ukraine to the European Union involves the fulfillment of
certain requirements and the adaptation of the country's legislation to European standards. One of
the key aspects of such adaptation is the formation of an effective and progressive tax policy that
would take into account the needs of the Ukrainian economy and meet European standards.

2. THEORETICAL BACKGROUND

Many scientific works have been devoted to the issue related to the formation of tax policy in
Ukraine, in particular, this problem was studied by Halushchak et al. (2021); Melnyk and
Koshchuk (2016); Oleksienko (2022); Slavkova and Vatamaniuk (2018). However, issues related to
the formation of Ukraine's tax policy in the context of the implementation of the Association
Agreement with the European Union require further research.

The main trends in the regulation of tax legal relations, which have been formed in the
European Union, are a reference point in the adaptation process of national tax systems for
countries seeking European integration. Ukraine should actively join this process and modify the
tax system in accordance with the standards of the European Union. Implementation of the tax
reform of the European Union in Ukraine is a priority task on the path of economic development.
The stimulating policy of the tax system will contribute to the development of the business
environment and the economic growth of the state.

Tax policy acts as a component of financial policy, accordingly, its main principles should be
aimed at the economic development of the state due to the harmonization of the interests of the
state and tax payers, the development and implementation of effective mechanisms for attracting
financial resources to ensure that the state achieves the functions assigned to it. The goals of tax
policy should be consistent with the general goals of socio-economic development (Oleksienko,
2022).

Tax policy must be effective, fair and consistent with European standards. The implementation
of such a tax policy will contribute to economic growth and increase the competitiveness of the
country.



Tax Policy Formation in the Context of European Integration Processes 71

3. RESEARCH OBJECTIVE, METHODOLOGY AND DATA

The purpose of the article is to study the process of tax policy formation in the context of
European integration in order to determine the relationship and influence of European integration
processes on tax policy. While writing the article, the following methods were used: system
analysis for the analysis of relationships between various aspects, a graphic method for a visual
representation of research results, a grouping method for a logical sequence of the presentation of
the material, a method of summarizing information for theoretical generalizations of the results,
abstract and logical method for forming generalized conclusions.

4. RESULTS AND DISCUSSION

One of the problems of tax policy formation is that Ukraine has not fully formed a mechanism
for working out decisions in this area, as in other countries. The most important decisions related
to tax policy are usually made based on political expediency or economic considerations
(https://cutt.ly/WwyicyYU). First of all, it is necessary to form a legal framework for the
functioning of the tax system and to define clear goals of the tax policy, which would not only not
contradict the national interests, but also so that their implementation would not deepen the crisis
in the economy of our country, despite the importance of the implementation of the Association
Agreement with the European Union (Slavkova & Vatamaniuk, 2018).

Formation and implementation of the tax policy of Ukraine should take into account the
development of the institutional environment based on the following criteria: "compromise
(balancing the interests of participants in redistributive relations); complementarity of tax changes
(their coordination with other legislative norms and persistent administrative support to influence
informal business practices, promote the positive effects of innovations); rejection of radical tax
initiatives, which create the threat of significant fiscal losses as a result of the impossibility of a
quick reaction to them by economic entities; stability; flexibility" (Melnyk & Koshchuk, 2016).

Ukraine, on the way to integration with the European Union, is forced to adapt its tax policy to
the requirements of European legislation. This requires the implementation of reforms and
changes in the field of taxation. Since tax policy is one of the key instruments of state regulation of
the economy, its adaptation to European standards is of great importance for the sustainable
economic development of Ukraine.

The development of integration processes in Europe regarding the accession to the European
Union requires a common tax policy and an improved taxation system with a gradual transition to
the creation of a common tax regime based on the following principles (Halushchak et al., 2021):

— the country's tax policy should not hinder the free movement of labor;

— tax policy should not hinder the free movement of products;

— tax policy should not contradict the policy of the European Union.

Today, the priority of the tax policy is to ensure the stability of the tax policy, increase the
efficiency and facilitate the tax administration with the minimization of opportunities for abuse,
and make the necessary changes to the tax legislation for Ukraine's entry into the European Union.

In accordance with the obligations defined by the Association Agreement between Ukraine
and the European Union, work on improvement the tax legislation of Ukraine is being carried out
today in order to bring it closer to the legislation of the European Union, namely:

— approximating the norms of domestic tax legislation on value added tax to the provisions of
European legislation;

— improvement of excise tax administration tools;

— introduction of E-excise duty for tobacco products and alcoholic beverages;

— gradual approximation of excise tax rates on tobacco products to the level provided for by the
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European Union directive by increasing specific excise tax rates and the minimum excise duty on
tobacco products (https://cutt.ly/ywyinleA).

In order to ensure the effectiveness and fairness of the tax policy, as well as the fulfillment of
international obligations, it is necessary to implement measures to reduce tax obstacles for foreign
investments and prevent tax evasion on income and capital:

— introduction of BEPS standards, joining the procedure of automatic exchange of tax
information according to international standards;

— conducting negotiations on international agreements on the avoidance of double taxation;

— introduction of a minimum tax liability of 1 hectare of land for agricultural producers,
owners and users of agricultural plots of land in order to create equal conditions for conducting
business, to encourage them to officially formalize labor and lease relationships, not to hide rental
income and income from the sale of agricultural products.

— creation of an attractive investment climate through the introduction of a simplified tax
administration system wusing appropriate software and electronic tax audits (e-audit)
(https://cutt.ly/ywyinleA).

Ensuring the uniform application of those tax provisions that are harmonized at the level of the
European Union, each provision of a legal act of the European Union must be properly
implemented in the national law of each member state.

Note that EU tax policy consists of two components: direct taxation and indirect taxation.

In terms of indirect taxation, the EU has its own economic zone, most of the directives on
indirect taxation establishes a level playing field for companies from all member states, primarily
in terms of value added tax and excise duties. Accordingly, the Association Agreement between
Ukraine and the European Union contains provisions on the harmonization of value added tax
and excise tariffs (https://cutt.ly/WwyicyYU). In this direction, in accordance with the legislation of
the European Union, work has already begun on the harmonization of normative acts on value
added tax and excise duty. At the same time, a comprehensive analysis of the legislation on value
added tax showed minor inconsistencies with the directive of the European Union on value added
tax. However, there are still several directives that go beyond the Association Agreement. They
regulate the administration of excise tax, in particular, the creation of a network of excise
warehouses that meet the legal and technical requirements of the European Union. This
requirement is fundamentally important to prevent the circulation and production of counterfeits
and fakes in the single market (https://cutt.ly/2wyicmcP).

Regarding direct taxation, the basic principle of the European Union provides for a balance
between the standards of taxation of legal entities and individuals. In this aspect, the most
important measures are the prevention of tax evasion and double taxation. In this regard, it is
necessary to implement a number of EU directives into national legislation
(https://cutt.ly/2wyicmcP).

The main changes in the norms of tax legislation, which must be implemented in accordance
with the requirements of the European Union, are shown in Fig. 1.

However, it is not enough to develop and adopt the provisions of the tax legislation of the
European Union. It is necessary to develop the administrative potential of the tax administration
for the application of these norms. In accordance with this, the State Tax Service of Ukraine is
obliged to connect to:

— the electronic control and monitoring system for the movement of excise goods Excise
Movement and Control System (EMCS). Today this system is used by more than one hundred
thousand economic operators, it is an important tool for information exchange and cooperation
between the member states of the European Union;

— the European data exchange network CCN/CSI — a joint IT platform for the exchange of tax
information by the competent authorities of the European Union;
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— One-Stop Shop (OSS) and E-commerce, which will greatly simplify VAT work for cross-
border online sellers, as it will provide an opportunity to register as a VAT payer in electronic
form in one Member State;

— reimbursement of value added tax;

— VIES system of exchange of information on value added tax;

— IT systems for automatic collection and exchange of tax information related to information on
state registration, incomes of residents of other member countries, accounts of financial
institutions, data of payment companies on transactions, information from electronic platforms on
incomes of sellers, etc. (https:/ /cutt.ly/2wyicmcP).

Main changes in the norms of tax legislation in accordance with the
requirements of the European Union

Direct taxation includes:

- EU directives on hybrid contradictions

- convention on avoidance of double taxation and Code of Conduct
- EU directives on tax dispute resolution mechanisms

- EU directives on interest and royalty payments

- EU directives on parent and subsidiary companies

- EU directives on tax evasion

Indirect taxation includes:

- EU directives on indirect taxes for the purpose of attracting capital investments

- EU directives on exemption from payment of value added tax and its reimbursement
- EU directives on the collection of tolls from heavy goods vehicles

A\ 4

- EU directives on fiscal labeling of gas oils and kerosene
- EU directives on taxation of excise goods
- EU excise tax directives (general provisions)

The administrative part includes:

- EU regulation on administrative cooperation on excise duties

- EU directive on administrative cooperation

- EU regulation on administrative cooperation on value added tax issues
- EU tax collection directive

Fig. 1. Major changes in tax legislation in accordance with the requirements of the European Union
Source: Compiled by the authors based on (https://cutt.ly/2wyicmcP)

In the context of the above mentioned, in Fig. 2 shows the primary goals of tax policy
formation taking into account the requirements of Ukraine's integration into the world economy in
accordance with the draft Plan for the Recovery of Ukraine.
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The goals of tax policy formation in accordance with the project of the
Recovery Plan of Ukraine

\ 4

continuation of bringing the legislation of Ukraine to the norms of the EU legislation

licensing improvements to simplify business and administration

v

introduction of stimulating models of taxation of private individuals

transformation of the environmental taxation system in accordance with EU classification

standards

\4

improving the administration of local taxes

creating incentives for reinvestment in capital expenditures for income tax payers

\ 4

settlement of the issue regarding the imbalance in the receipt of personal income tax
between local budgets

\ 4

search for opportunities to reduce the burden on the payroll fund while simultaneously
maintaining the stability of the financial system and ensuring compliance with state

\ 4

guarantees to insured persons according to the current types

application of modern approaches to tax audits, introduction of electronic audit (“E-audit”)
of large taxpayers

\ 4

\4

licensing improvements to simplify business and administration

ensuring online communication between regulatory bodies and taxpayers in order to
achieve accessibility and transparency

A\ 4

ensuring control over the implementation of fiscal functions of the PRRO

A\ 4

improvement of the practice of international exchange of tax information

settlement of issues of taxation of operations with virtual assets

\ 4

Fig. 2. Goals of tax policy formation
Source: Compiled by the authors based on (https://cutt.ly/ Awyic50P)

5. CONCLUSION

Harmonization of the tax system, changes in the structure of tax revenues are key aspects that
require attention. The Government of Ukraine needs to actively implement tax reforms aimed at
harmonization with European standards and creation of a favorable investment climate. This will
allow Ukraine to effectively integrate into the European economic space and ensure economic
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growth.

Therefore, the tax policy should be aimed at carrying out tax reform in the following main
areas: formation of a favorable tax environment for economic growth, adaptation of tax legislation
to EU directives in accordance with the Association Agreement, improvement of tax
administration to increase investment activity.

REFERENCES

[1] Budget declaration for 2022-2024. (2022). https://cutt.ly/ywyinleA (in Ukr.)

[2] Halushchak, I, Kokhan, 1., & Dmytrovska, V. (2021). Formation of tax policy in Ukraine in the context of
European integration. Efficient Economy, 2, 1-9. https://doi.org/10.32702/2307-2105-2021.2.6 (in Ukr.)

[3] Law of Ukraine. (2014). On the ratification of the Association Agreement between Ukraine, on the one
hand, and the European Union, the European Atomic Energy Community and their member states, on
the other hand. https://cutt.ly/WwyicyYU (in Ukr.)

[4] Melnyk, V. M., & Koshchuk, T. V. (2016). Tax policy of Ukraine in the conditions of implementation of
the association agreement with the European Union. Finansy Ukrainy, 7, 7-25. https://cutt.ly/lwyicVDI
(in Ukr.)

[5] Oleksienko, D. V. (2022). Implementation of international principles of financial policy in the
transformation of Ukrainian tax legislation. Market Economy: Modern Management Theory and Practice,
3(52), 221-233. https://doi.org/10.18524/2413-9998.2022.3(52).275806 (in Ukr.)

[6] National Council for the Restoration of Ukraine from the traces of war. (2022). Project of the Recovery Plan
of Ukraine. https://cutt.ly/Awyic50P (in Ukr.)

[7] Shvabii, K. I. (2015). Teoretical approaches to the formation and implementation of the state tax policy.
Finansy Ukrainy, 10, 90-103. https://cutt.ly/7wyi4mCe (in Ukr.)

[8] Slavkova, A. A., & Vatamaniuk, O. S. (2018). Tax policy of Ukraine in the conditions of European
integration: problems and perspectives. Finance, Accounting and Audit, 1(31), 119-136.
https://cutt.ly/PwyivTEh (in Ukr.)

[9] Prysiazhniuk, L. (2022, July 15). Tax changes necessary for Ukraine to join the EU. Liga Zakon.
https://cutt.ly/2wyicmcP (in Ukr.)

[10] Ministry of Finance of Ukraine. (2022). Tax policy. https://cutt.ly/5wyivSP1 (in Ukr.)

Olha Zhuk, PhD in Economics, Associate Professor, Vasyl Stefanyk Precarpathian National University,

Ivano-Frankivsk, Ukraine;

ORCID ID: 0000-0001-8519-5529

Nataliia Hoi, PhD in Economics, Associate Professor, Vasyl Stefanyk Precarpathian National University,

Ivano-Frankivsk, Ukraine.

ORCID ID: 0000-0001-7293-6527

Address: Olha Zhuk, Nataliia Hoi, Vasyl Stefanyk Precarpathian National University, 57, Shevchenko Str,
Ivano-Frankivsk, 76018, Ukraine.

E-mail: olha.zhuk@pnu.edu.ua, nataliya.hoy@pnu.edu.ua.

Received: May 12, 2023; revised: May 26, 2023; accepted: June 14, 2023; published: June 30, 2023.



76 Olha Zhuk, Nataliia Hoi

Kyx Oavra, I'oit Haraais. ®opMyBaHHSI ITOAATKOBOI MOAITUKIM B KOHTEKCTi €BPOIHTerpalilfHMX IIPOIIecis.
XKypnar Ipurapnamcoxozo ynisepcumemy imeni Bacurs Cmepanuxa, 10 (2) (2023), 69-76.

CraTTss OpucCBs9eHa JAOCAiIAKEHHIO mporecy (POpMyBaHHS IIOJaTKOBOI IOAITMKM B KOHTEKCTI
eppoinTerpanii. Busnageno B3a€MO3B'SI30K Ta BIIAUB €BPOIHTETpallifiHMX IIpolleciB Ha (POPMYBaHHS
rnogaTkoBoi noaituku. ITpoBegeHo aHaais BHAMBY €BpOIIENCHKOI iHTerpanii Ha IOAAaTKOBY IIOAITHKY
KpalH!U Ta 40CAiA’K€HO OCHOBHI aCIIeKTH, SIKi MalOTbh BIIAMB Ha (POPMYBaHH: I10AATKOBOI ITOAITUKI. Y CTaTTi
3po0J€HO aKLeHT Ha poaAb €BPOIENCHKUX CTaHJApTiB Ta peKOMeHJallill y 1obyAoBi epeKTHBHOI
II0AaTKOBOI ITOAITUKIN.

PosrasHyTo mepcreKTWBHiI HampsaMyu  (OPMYBaHHSI II0AATKOBOI  MOAITMKM Yy  3B'A3Ky 3
eBpoiHTerpaniianMu npouecamn. OnmcaHo OCHOBHI mpoOaemmu ¢$OpMyBaHHS IIOJAaTKOBOI IOAITUMKM Ta
acrekTM I0A0 3000B’s13aHb, BM3HAUeHMX YTOAOIO0 MNpPO acolialfiio MiX YKpaiHOIO Ta CBpOIeiCbKUM
Coro3oM, 40 SIKMX BigHeCeHO: TapMOHI3allil0 II0AAaTKOBOTO 3aKOHOJABCTBA, OOpOThOAa 3 II0AAaTKOBUM
YXMAEHHAM Ta YHUKHEHHSIM CIlAaTU II0AaTKiB, 3abe3IledyeHHs MPO30pOCTi Ta eQeKTMBHOCTI CUCTeMU
onogarkysaHHs. KpiM Toro, y crarri 3a3HauyeHO NpO IO3UTMBHUI BIIAMB E€BpOiHTerpallili Ha pPO3BUTOK
OisHec-cepeJoBUIlla Ta CTBOPeHHS YMOB AAs 3aAydeHHs iHBecTuniit. TakoX  BHM3HaueHO 3axoaw, SKi
HeoOXiJHO BOPOBAAUTU AAsI 3a0e3IeUeHHsT CIpaBeaAnBol 11 epeKTUBHOI ITOAATKOBOI ITOAITUKM, a TaKOX
AAsl 3MEHIIIEHHs MOJATKOBUX ITepPEeIKOo/J 3 MeTOI 3alydeHHs iHBeCTMIIiNf Ta 3amobiraHHs YXMAEHHS Bij
criaati moJatkis. PO3rasHyTO OCHOBHI 3MiHIM HOPM IOJATKOBOTO 3aKOHOAABCTBA, 5IKi HEOOXigHO 3po0OUTH
BigTIOBiAHO 40 BUMOTr EBpomnericbkoro Coio3dy. 3a3HaueHO, PO HeAOCTaTHICTh PO3POOKM Ta MPUIHATTS
BIU3HAYEHNMX HOPM IIOAAaTKOBOIO 3aKOHOAABCTBA, OCKiABKM HeOOXigHO 1me TakoX cdopMmyBaTu
aAMiHICTpaTUMBHMII IIOTeHIIiad I10AaTKOBOI aAMiHicTpanii. PO3rasHyTO Ta ONMCAHO BUKAMKM, LIO CTOATDH
Iepe/ KpaiHOIO IIpM ajanTaliil 40 €BPONeNiChKIX CTaHAAPTiB y cdepi OImoaTKyBaHH:.

Bigmosigno Ao mpoexty llaany BigHOBAeHHS YKpaiHm BigoOpaskeHO OCHOBHI IIiai  QopmyBaHHA
II0AaTKOBOI IOAITMKM 3 ypaXyBaHHsAM BUMOT iHTerpaiiii Ykpainu go €spomnericbkoro Coiosy. Busnaueno,
OCHOBHI HaIIpsIMM IIPOBEAEHHs II0AaTKOBOI pedopMM, A0 SIKUX BigHeceHO: (POPMYBaHHS CIPUITANBOL
IIOJATKOBOI IIOAITUKM AAsl €KOHOMIYHOTO 3pOCTaHH:; adamTallii HOpPM  II0O4aTKOBOIO 3aKOHOJaBCTBa
BiATIOBiAHO 40 Yrogm mpo acomiamniio 4o Bumor €ppomnericbkoro Coro3y; Y4O0CKOHaA€HHs IO4aTKOBOTO
agMiHICTpyBaHHs 445 IiABUILIEHHS iHBeCTUIIIHOI aKTMBHOCTI.

Karouosi caoBa: mogarkosa 1oaiTnka, agMiHiCTpyBaHH: IIOJATKiB, €BpOiHTerparis, €spoiHTerpariHi
rporecy, (POPMyBaHHs II0AATKOBOI IIOAITMKM, 3aAyJeHHs iHBECTMIi}i, CTaAMII €KOHOMIUHMII PO3BUTOK,
IHBeCTUIIITHUI KAiMaT, iHBeCTUIiViHa aKTUBHICTD, II0AaTKOBE 3aKOHOAaBCTBO.



