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Abstract. The relevance of the research topic is due to the absence in Ukraine of an institute of tax, which should
have a philosophy of creation, formation of a new paradigm of tax policy development considering the consequences
of the current global crisis. The purpose of the study is to clarify the question regarding what analog tax policy
model and with which type should be chosen for Ukraine in order to build a tax institute in the context of a further
development paradigm. The general philosophical method, deductive method, method of comparative analysis,
analogies, generalisation have been used to obtain the results of the study. Analog models of tax policy have been
considered in the article: maximum tax policy model (fiscal and fiscal-redistributive type), the result of the application
is the increase in the tax burden on economy and population; model of the minimum tax policy (regulatory and
fiscal-competitive type), the result of which is a decrease in budget revenues, a reduction in public investment, and
a significant reduction in social expenditures; model of a reasonable tax policy (fiscal-regulatory type), the result of
the application is finding a compromise between the implementation of fiscal, regulatory and distributive (social)
functions of taxes, a significant amount of social spending. It has been determined which countries in which economic
situations used an analog model. It has been established that events in the world and in Ukraine will force the latter
to look for a new model of tax policy and to build a new tax system based on it. Likewise, it has been substantiated
that Ukraine for the period of overcoming the consequences of the crisis should build the tax system based on an
analog model of maximum taxes with the use of the fiscal and redistributive type of tax policy, which will provide
a high level of social expenditures and significant public investment in the economy, will provide significant social
leveling in society, which in turn will entail high progressive income and property taxes. The practical implications
of the findings are that they can be used to set up a tax institute in Ukraine and develop an effective state tax policy.
This topic has the prospect of research on improving the taxation mechanism to provide the citizens of the country
with the necessary public goods

Keywords: tax institution, public goods, analog model of tax policy, maximum tax policy model, minimum tax
policy model, reasonable tax policy model, type of tax policy

Introduction

For almost 30 years, independent Ukraine has been look-
ing for a model of tax policy based on which an ideal tax
system can be built. During this period, 16 prime ministers
and 18 governments changed. Each government was char-
acterised by the originality and uniqueness of tax policy.
The uniqueness was that the result of the application of sim-
ilar policies by different governments was not reproducible
with absolute accuracy. Some prime ministers have for-
mulated the tax policy of the state and formalised it with
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relevant documents: Strategies, Concepts, etc. In Ukraine,
there is a “Strategy for Reforming the Public Financial Man-
agement System for 2017-2020” [1], which was approved
by the order of the Cabinet of Ministers of Ukraine of
February 8, 2017, No 142-r, it provides for “reducing the
deficit of operations of the general government sector and
reducing the growth rate of public debt in the medium
term and keeping them at an acceptable level’, as well as
“ensuring the consistency and predictability of fiscal and

Piskova, Z.V., & Tsurkan, I.M. (2020). Outlines of changing the tax policy paradigm of Ukraine. Scientific Bulletin of

Mukachevo State University. Series “Economics”, 7(1), 205-211.

Scientific Bulletin of Mukachevo State University. Series "Economics’, 7(1), 205-211 205




Outlines of Changing the Tax Policy Paradigm of Ukraine

tax policies” [1]. The Strategy also states that “the Ministry
of Finance will develop a Strategy for the development of
the tax system in the medium term, which should be con-
sistent with the strategy of economic development, reform
of the budget process and pension system” [1]. Approval
of this Strategy by the Cabinet of Ministers of Ukraine was
scheduled for 2017.

Currently, there is no legislative document in Ukraine
that would formulate the main goals, objectives, principles,
directions of tax policy. After all, these formulations should
be based on the analog model of tax policy using the appro-
priate type that the state wants to take as a basis. The web-
site of the Ministry of Finance of Ukraine in the section
“Tax Policy” states that “state tax policy is the activity of the
state in the field of establishing, legal regulation and orga-
nisation of collection of taxes and tax payments to centralised
funds of state resources” [2]. However, the definition does
not reflect on what basis the state tax policy should be
formed and on what scientific basis.

In previous studies on the paradigm of tax policy in
Ukraine, the authors formulated the essence of the concept
of “state tax policy”, which consists in the fact that it is
“...a component of socio-economic policy of the state aimed
at forming such a tax system that takes into account per-
sonal interest of the taxpayer, stimulates the accumulation
and rational use of national wealth, promotes the harmoni-
sation of interests of the state and society, as well as ensures
their progressive development” [3]. The authors believe that
the state tax policy formulated above should be focused on
creating a tax system that takes into account the individual
interests of the taxpayer, based on his interest in maintain-
ing health, increasing welfare; will stimulate the accumula-
tion and rational use of the national wealth of the country,
promote the harmonisation of the interests of the state and
society, thereby ensuring its socio-economic progress.

Now the world in general and Ukraine in particu-
lar, are facing great challenges, and according to Branko
Milanovich, an American economist, “the economic con-
sequences of the new coronavirus pandemic should not
be seen as an ordinary problem that macroeconomics can
solve or mitigate”. Most likely, the world will witness a fun-
damental change in the very nature of the global eco-
nomy [4]. At the same time, the rapid development of events
in the world brings significant changes in the development
of the country’s economy. The authors believe that it is nec-
essary to continue the study of the state of tax policy of the
country, the formation of a new paradigm of development,
considering the consequences of the current global crisis.

The purpose of the study is to clarify the question
of which analog model of tax policy, using which type,
Ukraine should choose to build a tax institution on in the
context of the paradigm of further development.

Literature Review

Many works of Ukrainian scholars are devoted to the for-
mation of Ukraine’s tax policy, its complex formation, and

development. The issues of the tax policy of Ukraine in
connection with globalisation and European integration
were studied in the works of 1.Y. Halushchak, I.V. Kokhan,
V.S. Dmytrovska [5], I. Kovova et al [6], A. Sokolovska
et al [7], V.V. Chaika et al [8], PV. Kolomiiets [9]. Thus,
L. Zadorozhnya, A. Kapelyush, M. Karmalita, O. Pizhuk,
P. Selezen, K. Shvabii, in their scientific work [10] aptly noted
that “one of the urgent problems in the field of tax policy
of the state in Ukraine is the lack of institutional mecha-
nism of its formation and implementation. So far, Ukraine
has not formed a tradition, an institutional mechanism
through which public policy should be developed. Each time
different approaches are used and because of this, there is an
impression of manipulation of public opinion, the conjunc-
ture of the obtained solutions to certain tasks” [10, p. 31].
M. Shvajko in his work [11] analysed the statistical data
that allowed him to formulate the main characteristics
of modern tax policy of Ukraine, in particular, “the lack
of a clearly defined goal of tax policy”. Scholars such as
O. Drigha and A. Makurin [12] in considering the impact
of European integration processes on tax policy and the
tax system in general exacerbate the issue of balancing the
interests of the state and taxpayers and raise, in the au-
thors” opinion, a new ethical issue such as lack of tax cul-
ture. In particular, the paper [12] states: “Unfortunately,
we now lack a high tax culture that would give impetus to
the development and rise of the national economy and the
rise of domestic producers”. S. Majstro, R. Majstro, D. Majstro
in their work [13], in considering the issue of improving
the state tax policy in the context of economic transforma-
tions, in particular noted that such international institution
as the International Monetary Fund “..considers the tax
system in Ukraine complex and such that makes it possible
to interpret laws in different ways and evade taxes. This
creates a favorable ground for antagonism between taxpay-
ers and the State Fiscal Service of Ukraine, and the lack of
effective mechanisms for resolving disputes — administra-
tive or judicial - it only exacerbates them” [13]. Therefore,
according to the International Monetary Fund, “significant
changes need to be made in state tax policy” [13]. Agreeing
with the views of Ukrainian scholars, it can be concluded
that Ukraine has not created a tax institution, which, above
all, should have a philosophy of its creation. As was noted
in the work [14], “a tax is an institution that regulates the
relations of economic agents regarding the financing of
state activities to ensure public goods and determines the
restrictions within which their activities should be carried
out”. Based on the definition, in order to build a tax institu-
tion, it is necessary to clearly define the quantity and quality
of public goods that, in the opinion of the citizens of the
country, should be provided by the state.

Results and Discussion

As noted by many scholars, the non-reproducibility of the
results of any state’s application of a similar tax policy is
due to the national peculiarities of each country and tax
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systems that are different and have significant national
specifics. The diversity of tax policies determines a range
of objective and subjective factors. Ukraine’s tax policy
will be fundamentally different, for example, from the pol-
icy of Switzerland, Russia, or Germany, primarily due to
different federal systems. In addition, tax policy objectively
has a context that differs at different stages of socio-eco-
nomic development: for example, policy in a post-industrial
society will have entirely different tasks than the policy of
the period of forced industrialisation. But most often,
policies differ even at the same stage of socio-economic
development within one country. Thus, a new president
or government comes to power and changes the state tax
policy [14]. With such diversity and uniqueness of tax
policies of different countries, it is all the more important
to identify models and types of policies that are applied.
A careful comparison of different policies in their focus

reveals some clichés or patterns that are steadily reproduced
by whole groups of countries.

The authors of the article will not argue about the
terminology of the concepts of “model of tax policy” and
“type of tax policy”, which is used in various scientific papers,
as all these terms are mixed. Let’s take as a basis the con-
cepts outlined in the paper [14]. Thus, the model of tax policy
will be understood as “a sample tested in the practice of
some countries and which has proven its effectiveness, the
type of tax policy that can be used by other countries as an
analog” [14]. The type of tax policy — “a certain image that
has its own characteristics (features), the objective mani-
festation of which can clearly distinguish one type of policy
from another” [14]. Thus, a type is a theoretical model of
tax policy, and a model is a type of policy that has practical
reproducibility. Let’s consider analog models of tax policy
that exist in the world (Table 1).

Table 1. Models and types of tax policy

Models of tax policy

Maximum taxes

Minimum taxes

Smart taxes

Model conditions:

Model conditions:

1) maximum amount of taxes;
2) high progressive stakes;
3) broad tax bases;

4) reduction of benefits

Model conditions:
1) minimum amount of taxes;
2) high stakes;
3) minimum tax burden
on the economy

1) balanced level of tax burden;

2) discouraging the further
development of obsolete industries
and stimulating the development
of new industries

Result:
increasing the tax burden
on the economy and the population

Result:
reduction of budget revenues,
reduction of public investment,
significant reduction
of social expenditures

Result:
finding a compromise between
the implementation of fiscal,
regulatory and distributive (social)
functions of taxes, a significant
amount of social spending

Types of tax policy

Fiscal-

Fiscal redistributive Regulatory Fiscal-competitive Fiscal-regulatory
Advantages
- High level of - Stimulates
social spending national
- High share and significant economic .
. . - Relocation S -
of the state in public development T - Maintaining a sufficient level
. . ) of jurisdiction . -
the economy investment in - Increasing the . of social security
. . of foreign .
and high the economy investment . - Reasonable taxes on production
; o economic -
level of state - Provides opportunities and consumption
A I, : agents
investments a significant of economic
social leveling agents
in society of society
Disadvantages
- Tax losses
- Low social of the budget - Atrriﬂzrylgsf
spending - High - The state P P
. and norms of Lo
- Excess progressive performs taxation - Rather high income and property
savings of the income and only the basic _ Significant taxes, insurance payments
population are property taxes functions: g L
reduction in

withdrawn

defense and law

enforcement

social spending

Source: built by the authors on the basis of [14]
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The model of maximum tax policy is characterised
by the establishment of the maximum number of taxes,
high progressive stakes, broad tax bases, reducing the ben-
efits that together lead to an increase in the tax burden on
the economy and the population. This model is formed by
two types of tax policy: fiscal and fiscal-redistributive. The
effectiveness of the fiscal mobilisation process was sub-
stantiated by J. Keynes. In particular, in his opinion, it is
expedient to withdraw with the help of increased taxes the
excess savings of the population, which are not transformed
into private investment, being a passive source of income,
into a public investment, thus turning it into an active source
of income. Fiscal type of tax policy is especially in demand
during the emergency periods (for example, during the war),
when it is necessary to significantly increase the mobili-
sation of financial resources in the state budget, increase
public procurement and investment in certain sectors of
the economy (military sector in particular) while reducing
social spending. The fiscal-redistributive type of tax policy
was developed by the founders of the Freiburg School of
Neoliberalism, W. Oiken and L. Erhard. This policy is most
vividly applied in the Scandinavian countries, where a high
level of the tax burden is accompanied by an unprecedented
level of social responsibility of the state to its citizens.

The model of minimum tax policy is characterised
by the practice of establishing a minimum tax burden on
the economy. The reduction in tax revenues is accompa-
nied by a reduction in public investment and a significant
reduction in social spending. This model is also formed by
two types of tax policy: regulatory and fiscal-competitive.
The regulatory type was developed within the framework
of the theory of supply-side economics by A. Laffer. In his
opinion, tax rates should be significantly reduced, especially
regarding to direct taxation of factors of production: labor
and capital. Reducing taxes on workers’ wages will stimu-
late their employment, in particular secondary employment.
As a result, the labor supply will increase. Reducing taxes
on entrepreneurs will lead to an increase in their income
and savings. As a result, their own investment opportuni-
ties will increase. The overall result of the reduction in tax
rates will be a significant stimulating effect on the economic
activity of these factors. A similar model was followed by
Japan during the postwar economic recovery.

In the 1980s, this model of tax policy was effectively
used in the United States by the Reagan administration and
was therefore called “Reaganomics”. In recent decades, it
has been successfully implemented by countries expanding
into world markets, including China, India, Brazil, Mexico
and others. The priority in this policy are economic goals.

The fiscal-competitive type, in the first place, stimu-
lates not the national development of production, although
this is also present, but the relocation of the jurisdiction of
foreign economic agents. Such agents include, first and fore-
most, transnational corporations, for the placement of their
administration and ultimately for the transformation of them
into national tax residents, a number of fiscal jurisdictions

compete. These jurisdictions create highly attractive prefer-
ential tax regimes with significantly lower tax and admin-
istrative burdens, which are usually accompanied by the
secrecy of any information about taxpayers and the nature
of their transactions. In this regard, the competition is not
for the transfer of actual production activities in competing
jurisdictions, but for the transfer of financial flow manage-
ment. It is for such financial intermediation that this type
of policy creates the most favorable conditions and appro-
priate infrastructure. This type of tax policy remains in
demand among so-called offshore or tax havens countries,
although the financial crisis of 2008-2009 significantly chan-
ged the attitude of world economic centers (especially the
United States and Europe) to such countries.

Smart tax policy model. This model is a fiscal-reg-
ulatory type of tax policy, aimed at finding a compromise
between the implementation of highly contradictory tax
functions. The use of such policies is typical mainly for
highly developed countries (USA, UK, Canada, etc.), which
have already reached the limits of traditional economic
growth. Such countries are forced to maintain a sufficient
level of social security, so income and property taxes, insur-
ance payments are quite high. Smart taxes on production
and consumption are necessary for them, first of all, for the
preservation of competitive positions of the goods in the
existing world markets and capture of a priority position
in newly formed markets of high-tech products. Increasing
the targeting of tax preferences and regulating the sectoral
tax burden allows them to restructure the economy in accor-
dance with the future needs of the world market. Note that
at the stage of tax policy formation, an analog model is
chosen, and then a specific national content is given to the
abstract (general conceptual) model.

The authors described analog models of tax poli-
cies, from which Ukraine should choose one of the most
acceptable. The events in the world and in Ukraine will
force governments to look for a new model of tax policy
and build a new tax system on its basis.

A coronavirus pandemic will change the world
forever [15]. How will the world change, what will hap-
pen to national economies, what are the consequences for
Ukraine’s economy? Let’s analyse the opinions of economic
experts. For example, Stephen Walt, a professor of interna-
tional relations at Harvard University, noted that “a pan-
demic will strengthen the state and strengthen national-
ism” [15]. Shivshankar Menon, a researcher at Brookings
India, said that “..even libertarians are asking for help
from the government today” Robin Niblett, director of
Britains Royal Institute of International Affairs, noted that
“...the coronavirus will force governments, companies, and
societies to strengthen their ability to survive in economic
isolation” Richard Haas, president of the Council on Foreign
Relations, believes that “the coronavirus pandemic will
force states to focus on what is happening inside their bor-
ders for at least a few years. A move towards self-sufficiency,
even greater opposition to mass migration, and a decline in
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readiness to address common regional and global issues,
such as climate change, are expected. This will be due to the
need to allocate resources to restore the usual way of life
at home and deal with the effects of the economic crisis
within their own country” [15]. Natalia Mykolska, former
Deputy Minister of Economy, says that now Ukraine has
every opportunity to become one of the key production hubs
for the EU, following the example of Mexico and the United
States. It can be assumed that the disruptions in the logis-
tics chain caused by the coronavirus pandemic will intensify
the already noticeable trend of returning once globalised
industries to developed countries. Or, at least, to geographi-
cally close markets with cheap labor. But for such a possibil-
ity to become a reality, the government will have to develop
a new strategy of economic development as soon as possible
and understand what Ukraine has to offer to the world. And
then begin to implement it promptly [16].

Conclusions

Ukraine, as an independent state with almost 30 years of
history, given the institutional paradigm of functioning
and economic development, needs to create a tax institu-
tion that would regulate the relations of economic agents
of society on state funding for public goods and would
determine the limits within which their activities must be
carried out. To build it, the citizens of society, first of all,
should determine the public goods, their list, quality, which
should be provided by the state and financed by taxes. The
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Piskova and Tsurkan

O6pucu 3miHM napagurmm NOAAaTKOBOI MONITUKK YKpaiHU

)XaHHa BaneHTuHiBHa lickoBa’, IpuHa MukonaiBHa LlypkaH?

"[IHiNponeTpoOBCbKUIA yHIBEPCUTET iMeHi Anibppesa Hobens
49000, Byn. CivecnaBcbka HabepexxHa, 18, M. []Hinpo, YkpaiHa

2HayioHanbHuii TEXHIYHMI YHIBEPCUTET «/[JHINPpOBCbKa MOslTEXHIKa»
49005, npocn. [Amutpa AABopHULbKOro, 19, M. [lHinpo, YkpaiHa

AHoTauifl. AKTYa/lbHICTh TeMM HOCTIIKeHHsT OOyMOB/IeHa BifiCyTHICTIO B YKpaiHi iHCTUTYTY HOJATKY, SKWI
HOBMHEH MaTu ¢inocodilo cTBOpeHHs, pOpPMyBaHHAM HOBOI IapajiUrMy PO3BUTKY IOJAaTKOBOI IOTITUKU 3
ypaxyBaHHsIM HaC/TiKiB Cy4acHOI BCeCBITHBOI Kpu3y. MeTOw TOCTi>KeHHS € 3'sICyBaHHs IUTAHHS, SIKY aHaJIOTOBY
MOJie/Ib TIOJATKOBOI HOJITMKY i3 3aCTOCYBaHHAM SIKOTO TUILY CIif obparu YKpaiHi mis moOymoBU IHCTUTYTY
MTOJATKY B KOHTEKCTI IIApaiUrMy IIOJA/IbIIOrO PO3BUTKY. /11 OTpMMaHHSA PE3Y/IbTaTiB JOCIIKEHHA BUKOPUCTaHO
3araJIbHOGIIOCOPChKUIT METOMI, AefyKTUBHUII METOH, METOJ IIOPiBHSIBHOTO aHAai3y, aHA/IOTill, y3araJbHEHH.
Y cTaTTi pOSINIAHYTO aHA/IOroBi MOfEN NOAATKOBOI IOJITUMKM: MOZENb IOMITUKM MaKCUMAJIbHMX ITOfIaTKiB
(cbickanbuuil i ickanbHO-NEPEPO3NORIIBYNIL TUIT), Pe3Y/IBTATOM 3aCTOCYBAHHS € 301/IbLIICHH S IOJATKOBOTO TAraps
Ha eKOHOMIKY Ta HacCe/IeHHs; MOZe/b IIOITHKY MiHIMaJbHMUX MOAATKIB (perymonunit i ¢ickaabHO-KOHKYpyOUmit
TUII), Pe3y/IbTaTOM 3aCTOCYBAaHHS € 3HIDKEHHsS JIOXOAIB OHOMPKETY, CKOPOYEHHs Iep>KaBHMX IHBECTUIIiN, 3HauHe
3MEHIIIEHHSI COLiaNbHIX BU/ATKIB; MOJIE/b ITOMITHKI PO3YMHUX ITOAATKIB ((iCKaTbHO-PEryIIOI0dMii TUIT), Pe3yIbTaTOM
3aCTOCYBaHH! € 3HAXOIDKECHHS KOMIIPOMiCYy MDK peatizaniero ¢ickalbHOI, pery/Iodol Ta posnofiIbHOL (CoLianbHOT)
byHKUIAMY TOATKIB, 3HAYYILINIT OOCST COLia/IbHMX BUTPAT. Br3HaYeHO, sIKi KpaiHM B IKMX €KOHOMIYHUX CUTYAI[isX
3aCTOCOBYBA/IM Ty 4YM iHINY aHAJIOTOBY MOZENb. BcTaHOBNIEHO, O MO, AKi PO3BMBAITHCA Y CBiTi Ta YKpaiHi
3MYCATb OCTAHHIO LIYKAaTM HOBY MOJe/Ib IIOJaTKOBOI NMOJITHKY i BMOYZOBYBaTY Ha Ii OCHOBi HOBY IIOZAaTKOBY
cucremy. Tako>x 00IPYHTOBaHO, 10 YkpaiHa Ha Iepiof] IOJ0/IaHHs HaCTiKiB KpY3Y IOBUHHA OYyBaTH IIOLATKOBY
CUCTeMY Ha OCHOBI aHaJIOrOBOI MOJIe/Ii MaKCHMMa/IbHMX IIOfJaTKiB i3 3aCTOCYBaHHAM (icKaIbHO-IIEPepO3IIOLITbYOrO
TUITY IOJJaTKOBOI MOMITHUKY, 1110 3a0e3Ie4NTh BICOKMII piBeHb COL{ia/IbHMX BU/ATKIB 1 3Ha4YHI jep>KaBHi iHBecTUIii
B €KOHOMIKY, 3a0e3IeYNTb CyTTEBE COlliaNbHe HiBe/IOBaHHA B CYCIIILCTBI, 110, 31 CBOTrO OOKY, HOTATHE 3a COO0I0
BUCOKI IIporpecuBHi npuOyTKOBi i MaitHOBi mopatku. IIpakTu4He 3HaUYCHHS OTPMMAHUX Pe3y/IbTATiB IOJIATae B
TOMY, 1110 BOHU MOXXYTb OYTU BUKOPMCTaHi IIPM CTBOPEHHI IHCTUTYTY IOJATKy B YKpaiHi Ta po3po6ui edeKTUBHOI
JepPXKaBHOI IMOAATKOBOI MOMiTMKM. L TemaTnka Mae NMEpCIEKTUBY HNOCTIPKEHHS 3 HAIPAMKY yLOCKOHA/IEHHS
MeXaHi3My ONOJaTKyBaHHs 100 3a0e3Ie4eHHsI POMa/isiH KpalHM HeOOXiTHMMIY CYCIiIbHUMY G1araMu

KnioyoBi cnoBa: iHCTUTYT MOJATKY, CYCIIIbHI O/1ara, aHa/I0roBa MOJE/b [IOJATKOBOI MTOMITHKY, MOJE/b IO TUKI
MAaKCHMa/JIbHIX ITOfIaTKiB, MOMIE/b MOMITUKY MiHIMaJIbHMX IOJATKiB, MOJENb MOMITUKY PO3YMHMX IOJATKiB, TUII
HOAATKOBOI IIOJIITUKI
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