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TAX POLICY OF THE COUNTRY IN THE CONTEXT OF ECONOMIC
GLOBALIZATION

The level of validity and balanced decisions of public institutions in the field
of tax regulation of social and economic development affects the investment
activities of economic entities, the overall dynamics of the shadow sector of the
economy, and economic growth rates. Significant institutional transformations of
the tax policy of Ukraine in modern conditions are aimed primarily at improving
the business climate in the state and attracting investments, in particular external
ones. The progressive improvement of the mechanism for the formation and
implementation of tax policy makes it possible to strengthen the adaptability of the
impact of taxable instruments on macroeconomic processes and improve the
efficiency of public finance management. Globalization is a general trend in the
development of world finance, therefore, the construction of a high-quality tax
policy by each state should take into account this trend. Effective, long-term and
mutually beneficial cooperation of the country with international financial
institutions and leading integration associations becomes possible only if the norms
of financial legislation are harmonized on a rational and consensus basis[1-7]. In
the medium term, this manifests itself in optimizing the distribution of the tax
burden between economic entities, strengthening the fiscal and stimulating
functions of taxes and fees.

International tax competition is an important consequence of globalization.
The priority direction in the implementation of the tax policy of the EU countries is
the implementation of tax harmonization with consistent optimization of the tax
burden on capital and labor. This trend is a powerful tool for integrating national
tax systems into a single fiscal space, which allows all its participants to benefit
[13-15]. Harmonization provides for the establishment of equal principles of
taxation for all economic entities, the application of a unified methodological
approach to determining the tax base and the minimum marginal rates of a certain
tax. In modern conditions of globalization transformations, this tool determines the
redistribution of investment flows and migration processes [12]. There are both
formal and informal requirements for the implementation of the harmonization of
state tax legislation with reference fiscal practices. Informal ones are mainly based
on the need to improve the efficiency of the functioning of the state tax system,
taking into account the main global trends in taxation, the empirical experience of
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leading countries, the quality of fiscal institutions, etc. Formal — imply the
unconditional execution of transactions and the implementation of the provisions of
the relevant directives [8].

In the current conditions, the main attention of state fiscal institutions is paid
to the issues of reducing the level of the tax burden on the wage fund, which is
aimed at counteracting the growth of the shadow component of society's income
and maximizing revenues to the budgets of all levels [9]. Given the globalization
trend, Ukraine has also made a significant reduction in the burden on the wage
fund. Domestic labor taxes are represented by personal income tax (hereinafter —
PIT) as part of taxation of income from wages, military tax (starting from 2014)
and a single social contribution (hereinafter — SSC). In foreign practice, the
assessment of the tax burden on labor as a production factor is carried out by
determining the average effective rate.

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» [16] led to a number of obligations on the part
of Ukraine to improve the taxation model in accordance with EU standards,
including h. in terms of increasing the rates of excise tax on tobacco and alcohol
products; direct observance of the principle of transparency of administration;
further development of mechanisms for levying taxes on consumption,
intensification of state policy to combat crime. Harmonization primarily concerns
the rules of the minimum excise tax liability for the payment of tax on tobacco
products, which in the medium term should eliminate possible disproportion in the
EU market, ensure fair competition among manufacturers and reduce the likely
administrative restrictions of market operators[17-21]. Since, the excise tax is an
important instrument of the state policy for the protection and control of the state of
public health.

European integration is defined as a priority for Ukraine, which actualizes the
problem of harmonizing the domestic legal framework in accordance with EU
standards. Tax legislation is an area for the harmonization of which Ukraine has
taken priority obligations under the Association Agreement [8]. This simplifies the
access of domestic producers to the EU market, the volume of which is more than
450 million consumers, and the basic conditions for functioning are transparency
and openness, unification of administrative procedures and trade rules, customs
tariffs, unhindered movement of commodity and financial flows [11]. According to
certain parameters, the tax system of Ukraine differs significantly from the EU. The
total tax burden in Ukraine is one of the highest in the sample — 34.1% — behind
Poland, the Czech Republic and Hungary. VAT is characterized by high fiscal
significance, amounting to 10.5% of GDP, which is the maximum for the sample
and exceeds national figures by 2—4 percentage points. VAT rates in Ukraine are
characterized by low differentiation. In recent years, the VAT refund mechanism
has been significantly improved, which is reflected in the reduction in the time
spent in Ukraine for reporting [10, 17]. The need for further improvement of the
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domestic tax policy in accordance with the requirements of European standards is
undeniable. The main indicator of problematicness remains resource and time costs
from the moment the application is filled in until the payer receives funds from the
budget. Other important areas of transformation of tax policy in the context of
European integration are the grouping of taxes according to the principle of a fair
redistribution of income, the unification of the norms for their collection and
administration (especially in terms of excise taxation), and the improvement of
procedures for the interaction of payers with fiscal authorities [8].

Therefore, given the international competition in the field of taxation as a
modern challenge of globalization, the priority of tax policy is the implementation
of tax harmonization with a gradual reduction of the fiscal burden, increasing the
transparency of tax policy. Such harmonization is a powerful tool for integrating
national tax systems into a single financial space that guarantees the benefits of all
its actors. The high level of burden on the payroll is a determining factor in
narrowing the tax base. For Ukraine, as well as for a number of transformational
economies, the dominance in the structure of consumption taxes is quite
characteristic. In addition to harmonizing the rules for optimizing and distributing
the tax burden, the priority of tax policy transformation is to improve the
mechanisms and procedures of tax administration. The configuration of the tax
system must ensure the collection of sufficient monetary resources for the
production of public goods and services. Tax regulation of the activities of
economic entities should be consensual. Tax authorities should analyze the trends
of the main sectors of the national economy to ensure tax revenues, systematically
assess the factors that determine the profitability of the business and the size of the
financial result before tax.
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