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Abstract: This article summarizes scientific approaches to determining the 
nature of the tax system, singled out the main stages of its development, made 
suggestions for its improvement. The problems of taxation efficiency and 
construction of optimal model of the tax system are quite controversial; also it 
is constantly under review as a leading financial science theorists and 
practitioners of particular representatives of the State Tax Service of  Ukraine 
and business. 
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1 INTRODUCTION 
The activities of enterprises in the market economy inextricable link to the tax 
policy, which is part of the financial policy pursued in the country. The basis 
of the tax entrusted objective laws of social development. Feasibility tax 
policy reflects in the tax system. 

Scientific approaches to determine the optimal tax system include not only an 
analysis of financial sufficiency and testing of the composition, structure, 
basic principles and organizational basis, but also its organization and 
functioning. In turn, an efficient tax system must meet modern priorities of 
innovative development. Development needs to modernize the tax system in 
accordance with the requirements of modern times. 

Conditions of the market determine economic relationship and 
interdependence in the making tax system for two components: the tax system 
and the State Tax Service of Ukraine. 

Significant achievements in the taxation the theory and practice of Ukraine 
have done already V. Andrushchenko, A. Vasiliko, V. Vishnevsky, 
A. Danilenko, A. Krysovatyy, P. Miller, S. Onyshko, V. Oparin, 
A. Poddyerohin A. Sokolovska V. Sutormina, L. Tarangul, V. Fedosov, 

Přehledová stať 
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L. Shablysta. Their works need as the theoretical basis for the evolutionary 
study of the tax system of Ukraine. 

The purpose of our work is research on establishing and developing 
of a Ukraine tax system in modern conditions. 

2 PRIORITIES REFORMING THE TAX SYSTEM OF 
UKRAINE (A BRIEF OVERVIEW) 

There are several approaches to determining phases of the formation and 
development of the tax system of Ukraine in the scientific literature. For 
instance, I. Mayburov identifies only two stages in the formation of a modern 
tax system of Ukraine: first level was occurred some permanent adjustment 
administration of taxes, changes in tax rates, the elimination of certain tax 
benefits; second level was involved the concept of taxation on reforming by 
more aggressive reform of the entire tax system according to the requirements 
of national economic development [10,2011, p. 215] 

Some of the scientists pay attention to studying only early stage of the tax 
system [6,2007, p.139-140]. 

A team of monograph authors [12, 2011, p. 225-238], who explored current 
trends in European taxation, are four stages of the market system of 
redistribution relations with Ukraine. First period (1991 - 1993 years) includes 
laws, adoption, regulates normative principles and procedure for collecting 
certain taxes and payments. For this stage is a typical the introduction many 
amendments to the laws on taxation and the inability to conditions of the 
transitive economy mechanism of calculation and tax payment. In addition, 
the law unresolved regulatory framework led to tax debts entities and facts of 
tax evasion.  

The second period (1994 - 2000 years) characterized by increasing fiscal 
direction of the tax system in Ukraine and the government reduced taxes 
destabilize economic development. At that time, tax policy had liberalization 
(revision of VAT tax rates), there was present tendency to increase tax 
arrears. Furthermore, cumbersome tax laws have led to significant obstacles 
to the timely fulfillment of their tax obligations compliant taxpayers. 

The third period (2001 - 2004 years) required the adoption explicit fiscal 
decisions, but in fact the state fiscal policy was implemented through 
situational adjustment parameters and mechanisms of redistribution of GDP. 
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In the fourth period (from 2005 until now) government has decided to 
implement the idea of "social state" to minimize tax distortions and continue 
the trend of liberalization of taxation. 

In our opinion, the most appropriate approach, according to the three main 
stages of Ukraine's tax system development [13, 2002, p. 288]. The first 
formed own tax system Ukraine, held the second part of the tax system to 
bring to market requirements. Also, the third stage was characterized by 
improving the tax system in a transitional economy. 

If we look at the tax system as a complex financial phenomenon, note that it is 
formed at a high level of social and economic organization. Competently 
expressed about this I. Yanzhul: "Through gradual development taxes was 
becoming increasingly important in the financial sector, and finally, in the last 
half century, has created integral more or less harmonious tax system" 
[14,1990, p. 235]. 

In the most general terms, the tax system is a combination of taxes and duties 
(mandatory payments) to budgets and state funds levied according to the laws 
Ukraine [3,2001, p. 6]. However, scientific thought doesn’t have a consensus 
on approaches to define the content of the tax system. Most commonly, in our 
opinion, the interpretation of the content is that "the tax system is the set of 
established taxes in the country" [7,1994, p. 42]. 

Enough thorough analysis of the tax system leads A. Sokolovskaya in the 
monograph "The tax system of Ukraine: theory and practice of formation". 
The author of this work considers the tax system with different levels of 
functioning, at a fundamental level is a system of tax relations, which are 
based on redistribute relations between the state and taxpayers; a less 
fundamental level is a system of normative legal acts regulating between the 
state and taxpayers. In addition, Sokolovskaya says that the tax system is a set 
of interrelated, mutually taxes, constructed according to scientific principle 
taxation [11, 2004,p. 6-29].   

W. Melnik determined that "in relation to the tax system in today's 
environment should provide three main subsystems:  

 subsystem of tax legislation; 

 subsystem of tax authorities; 

 subsystem of application of tax laws (tax administration) "[4,2006, 
p.121-122]. 
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Also noted that all subsystems have strong interrelations and subsystem of tax 
legislation determines the shape and features functioning other two 
subsystems. 

O. Desyatnyuk and A. Krysovatyy determine the tax system as triune 
combination: "a set of taxes, duties and other payments to the budget and state 
funds, principles, forms and methods of installation, modification or 
cancellation; actions that ensure their payment, control and responsibility for 
violation of tax legislation " [2, 2004, p. 50]. 

The best part in our conviction is the definition V. Oparin, who says that 
broadly the tax system is "covers all required payments, whereby the 
redistribution of income to the state and which concentrates funds in the 
budget and purpose, but in the narrow sense this is just the taxes coming to 
the budget " [5, 2005, p. 202]. 

It is worth noting that formation of the tax system of Ukraine was due to the 
original principles. Article 51 of the Partnership and Cooperation Agreement 
between the European Communities, their Member States, and Ukraine 
(1994) shows obligation to bring legislation on indirect taxation and taxation 
of corporate profits to tax regulations and standards of EU law. During the 
term of this Agreement on indirect tax should be taken into account by the 
Fundamental Law of the European Union namely – the Council Directive 
2006/112/EC of 28th November 2006 on the common system of value added 
tax and Council Directive 92/12/EEC of 25th February 1992 on the general 
arrangements for products subject to excise duty and on the holding, 
movement and monitoring of such products. 

At the same time the tax system of Ukraine was created with EU tax 
legislation and main United Nations (UN). Ukraine has concluded 
international treaties on avoidance of double taxation aspect of GATT/WTO 
Rules, Organization for Economic Cooperation and Development (OECD), 
almost all CIS countries, Europe, in a number of countries of Asia, North and 
South America and several African countries that are Ukraine's largest trading 
partner. 

Despite, the fact the Tax Code is approved in most communities, but 
according to many experts is far from perfect. So, it needs to make some 
immediate changes and clarifications. 

Introduced into effect on October 1, 1991 Ukrainian Soviet Socialist Republic 
of June 25, 1991 № 1252-XII Law "On Taxation System", although 
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determined principles of taxation in the Ukrainian SSR, kinds of taxes, fees 
and mandatory payments directions of their enrollment, taxpayers and objects 
of taxation and liability for violation of tax legislation, but was imperfect both 
in content and structure by the government (Verkhovna Rada). 

Law "On Taxation System" analyzed. Based on the analysis, it intended to 
become the core foundation of their tax system of the Ukrainian state. In fact, 
in 1991 adopted the Law "On Taxation System" in substance and content 
virtually didn’t have any different from the current Soviet times "Law on 
taxes from enterprises, associations and organizations". 

Naturally the law was introduced many amendments and changes to bring it 
into compliance with the terms of the transformation period [13, 2002, 
p. 288]. In 1992, the tax system of Ukraine entered value added tax (after its 
introduction dissolved the sales tax and a tax on exports and imports), excise 
duty, customs duty, income tax, income tax on individuals, land tax, vehicle 
owners, resource payments. 

Fiscal newly effectiveness of the tax system was very high in 1992, 82.8% of 
the revenue of the consolidated budget of Ukraine is made up tax revenues 
with the adoption in 1993 of the Ukraine Law "On Local Taxes and Fees" 
share of taxes in the Consolidated Budget amounted to 73.8% [10, 2011, 
p. 225]. 

Economic crisis 1992 - 1993 became the impetus for the implementation of 
measures aimed at adapting the tax system to conditions of Ukraine market 
transformation. The changes were transitioning from Corporate Income Tax 
to the levying of income tax of enterprises and organizations. There are began 
acting to form a system of local taxation as it introduced a tax on fishing, 
local taxes and fees, a physical component of local budgets which 
unfortunately was minimal in 1994 in Ukraine. 

Since 1995 started fairly important reforms about collection value added tax. 
There was a decrease in the VAT rate from 28 to 20%. In 1997 the transition 
from the cash method of determining the date of tax liabilities and tax credit 
rules applying to the first event. Also introduced zero tax rate. The same year 
returned to Corporate Income Tax. 

Referring to the importance of the Tax Code of Ukraine must pay attention 
to the events that preceded its adoption. Draft Tax Code taking into account 
the many comments was adopted by the Verkhovna Rada of Ukraine on July 
13, 2000 number 1868 in the first reading. According to the Resolution of the 
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Ukraine Verkhovna Rada on 29 November 2001 number 2827 this project 
approved in the second reading. It must be emphasized that this resolution 
also provides for clearly defined terms of the Verkhovna Rada of Ukraine the 
draft Tax Code in the third reading. For instance, there were 13 December 
2001. However, the adoption of the Tax Code does not readable in the third 
took place during this period. Instead, Resolution of the Verkhovna Rada 
of Ukraine "On special procedure of consideration of third reading of the draft 
Tax Code of Ukraine" dated 20 December 2001 № 2906 included: 

1) to review in the third reading the first chapter of the Tax Code of Ukraine 
"General Provisions" in December 2001; 

2)  the following sections of the Ukraine Tax Code  to consider as they 
prepare by Ukraine Verkhovna Rada on Finance and Banking. However, 
despite the established terms and procedure for special consideration in the 
third reading the Parliament of Ukraine and could not adopt it until 2010 
[8, 2011,]. 

After adoption of the Tax Code experts of the National Institute for Strategic 
Studies under the President of Ukraine are claimed about positive 
development in Ukrainian tax system. At the same time controversial issues 
seems bound to draw the attention of reducing tax pressure, such as 
simultaneous lowering the federal corporate income tax rate and VAT which 
can decline substantial revenue of the Budget; reducing the rate of VAT 
is possible in the long-term after declining the implicit tax rate and 
availability fiscal expansion joints; finally, tax-reduction is possible and 
justified case of simultaneous reduce of tax exemptions. [2, 2004, p. 23-25]. 

The reports also stressed the need for use of tax incentives in developing has 
increased the number of jobs and promote innovation and investment 
processes. Tax incentives must be granted on the basis of subjective and with 
strict control on their intended use [1,2009, p.303]. 

Reforming of the tax system being discussed in Ukraine. According to the 
Ministry of Finance Natalia Jaresko that Ministry of Finance undertook 
to correct deficiencies and to create a system that balanced the investment 
attractiveness of our country with it had fiscal needs in the area of taxes. 
“Reforming of the tax system should create an equitable tax system by 
broadening the tax base through de-shadowing of the economy and reduce 
opportunities for tax avoidance and by reducing opportunities for tax 
minimization” said Natalia Jaresko [3,2001]. 
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Program of Economic Reforms for 2010-2014 years "Prosperous Society, 
Competitive Economy, Effective State" provides the following tasks:  

 Further reducing the number of inefficient taxes and fees;  

 Reducing the scope of the simplified tax system for small businesses;  

 The introduction of a single social contribution;  

 The introduction of property tax;  

 Reforming the tax administration (especially VAT) and duties;  

 Introduction of mechanism of ecological taxation. 

The Government planned gradual reduction of income tax provision 
and transition a payment system for mineral extraction using the principle 
of rental income until the end of 2014. 

3 DISCUSSION 
There are no doubts that the Tax Code cannot solve all the problems 
of taxation even if it will be further improved in the next few years. Only 
compliance a balanced and consistent fiscal policy aimed at achieving 
sustainable economic growth in the post-crisis period combined with deep 
structural reforms of the tax system that will help create fiscal space for 
business. To achieve success, tax rules need to be adapted to modern realities, 
promoting public service professionalism and competence, help small 
companies raise finance by offering tax relief. The result will be voluntary 
and timely fulfillment of tax obligations by taxpayers, which will fully meet 
the fiscal needs of the state and local budgets. 
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