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ABSTRACT

ISLAMLI JEYHUN. STRATEGIC PRIORITIES FOR THE
DEVELOPMENT OF TAX SYSTEMS AND TAX ACCOUNTING IN EU
COUNTRIES. — Manuscript.

Dissertation for the degree of Doctor of Philosophy in the specialty 071
«Accounting and Taxation». State University "Zhytomyr Polytechnic", Zhytomyr,
2024.

The dissertation addresses the following task: substantiation of theoretical and
methodological provisions as well as scientific and practical recommendations on
strategic priorities for developing tax systems and tax accounting of the EU countries.

The theoretical section of the dissertation discusses the economic essence of
taxes, the specifics of the formation and functioning of tax systems; reveals the
evolutionary aspect of the development of tax systems and tax accounting;
substantiates the institutional and legal foundations of the tax systems of the EU
countries.

Arguments are laid down that an effective tax system is a key component of
economic stability and development of a country, as it provides budget revenues,
promotes social justice, and stimulates economic growth. It is emphasised that the tax
system should have the ability to adapt to changes in the economy and society, as well
as to respond quickly to economic crises and other unforeseen situations. Adherence
to taxation principles, such as universality, fairness, predictability, and convenience of
payment, helps achieve tax policy objectives, including ensuring continued budget
revenues, redistributing revenues, stimulating economic growth, controlling inflation,
and supporting environmental initiatives.

It is emphasised that the development of tax systems and tax accounting is a
complex and multifaceted process that reflects changes in the economic, social, and
political conditions of the functioning of states over a long historical period. It is also
emphasised that the evolution of tax systems and tax accounting is a continuous process

aimed at improving state regulation mechanisms and increasing fiscal policy
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efficiency, which contributes to achieving sustainable development goals at both the
national and global levels. It is substantiated that the evolution of tax systems and tax
accounting has a significant impact on the economic development, social stability, and
competitiveness of countries on a global scale.

It has been established that the tax systems of the European Union countries are
of key importance for financing public spending, maintaining social stability and
economic development. The tax systems of each member country are based on pan-
European principles, but they are developed taking into account national priorities and
economic conditions. Harmonisation of tax systems in the EU aims at aligning tax
legislation, especially in the area of indirect taxes, which helps to avoid tax imbalances.
However, full unification may face some resistance, as high-spending countries could
lose part of their budget revenues. It has been substantiated that the institutional
foundations of taxation ensure the effective functioning of tax systems through a range
of mechanisms, including the legislative framework, legal norms, as well as principles
of fairness, transparency, and accountability.

The analytical part of the study investigates the state of tax systems and tax
accounting of individual EU states; identifies priorities for the development of tax
systems of EU countries in the context of the implementation of the Sustainable
Development Goals (SDGs); establishes therole of taxation in stimulating economic
development and increasing the competitiveness of EU countries.

It is emphasised that the Fiscalis program plays an important role in the
cooperation of the tax authorities of the member states of the European Union, and
Regulation (EU) 2021/847103 is a key document that updated the previous regulation
and proposed new mechanisms to improve tax administration and cooperation of tax
authorities. It is argued that the tax system efficiency of the EU countries depends on
the harmonisation of legislation, international cooperation, effective tax
administration, and a reliable judicial system, which ensure the financial stability of
states, economic growth, and social development. There is a tendency to harmonise tax
rules within the EU to ensure the transparency and competitiveness of the economies

of the EU member states, as well as the tendency to establish mechanisms to avoid
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double taxation, provide tax incentives, and help the integration of the EU countries
into the global economy.

It is emphasised that the growing attention to sustainable development stimulates
the EU countries to introduce the so-called "environmental taxes", which become a key
tool in the fight against climate change, contribute to green economy and reduce the
negative impact on the environment. Taxes onco, emissions and other greenhouse
gases help control air pollution by improving air quality. It is substantiated that the
European Green Deal is an exemplary strategy for integrating tax policy with
environmental goals. This plan involves introducing new tax instruments to support the
SDGs, such as emission taxes, as well as the gradual phasing out of fossil fuel
subsidies.

The efficiency of various types of taxes in the EU has been assessed. Indirect
taxes, such as VAT, customs duties, and excise taxes, have been found to constitute a
significant part of the revenues of the EU's common budget. It is emphasised that direct
taxes, in particular on personal income, contribute to the realisation of the principle of
social justice through the tools of progressive taxation, and transparent and
understandable administration. It has been established that the tax structure in the EU
is balanced and effective, ensuring stable budget revenues, social justice in
administration and distribution, and support for economic growth in the member states.

The project part of the study describes the prospects for harmonisation and
convergence of the tax systems of the EU countries; formulates proposals for
Improving tax accounting as a mechanism for achieving financial transparency; reveals
the potential for digitalisation of tax systems and tax administration in the EU. Personal
contribution to scientific papers published in co-authorship is given separately in the
list of publications.

It has been emphasised that the harmonisation of tax systems in the European
Union countries is a key condition for the formation of a single market and a unified
economy. It is substantiated that differences in tax systems hinder convergence and

economic integration in the EU, especially against the background of increased market
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competition. It is emphasised that solving these problems is possible by harmonising
the EU tax policy, taking into account the national characteristics of the member states.

It is argued that tax accounting in the European Union is an important element
of the financial system, which plays an important role in ensuring transparency,
accuracy of calculation and fair distribution of tax liabilities. It is proved that its main
goal is to promote transparency of financial information and proper control over budget
revenues, and to minimize corruption risks and tax evasion. It is substantiated that the
harmonisation of tax standards and procedures within the EU, including initiatives such
as the CCCTB and the new BEFIT concept, reflects the EU's desire to adapt the tax
system to modern challenges, including the digitalisation of the economy. The
implementation of standards such as CbCR allows for increased financial transparency
and an effective fight against aggressive tax planning.

It is substantiated that in the current global economic context, tax systems play
a key role in financing public expenditures. It is emphasised that in order to reduce the
tax burden and improve tax administration, it is important to integrate digital
technologies into all aspects of tax processes. Digitalisation can significantly simplify
procedures for taxpayers, improve interaction with tax authorities and reduce
administrative costs. At the same time, it is important to ensure that services are
inclusive for those who do not have access to digital technologies. It has been
established that the adaptation of tax systems to new digital realities is necessary to
ensure the effective fulfillment of tax obligations, as without such changes, issues with
tax collection and increased administrative costs may arise. Technologies such as
artificial intelligence, APIs, virtual assistants and electronic platforms are currently
being actively implemented by the EU tax authorities to improve accuracy of
calculations, monitor tax evasion, and automate tax processes.

Keywords: tax system, tax accounting, fiscal policy, European Union, tax
harmonisation, tax, tax base, tax transparency, tax administration, digitalisation of tax

processes, EU tax standards.



AHOTAIIS

ICJAMJIL JKEHUXYH. CTPATEIIYHI TIPIOPUTETU PO3BUTKY
INOJATKOBUX CHUCTEM TA TIOJATKOBOI'O OBJIIKY B KPAIHAX €C. -
Pykomnuc.

Huceprariiss Ha 3100yTTS HAayKOBOTO CTYIEHS JIoKTopa imocodii 3a
cunemianphicTio 071  «OO6mik 1 omomatkyBaHHs». JlepkaBHUN  yHIBEpPCHUTET
«Kutomupceka nonitexaika», Kuromup, 2024,

Jlucepranisi IpuUCBSiUEHA DPO3B’S3aHHIO Ba)IJIMBOI'O HAYKOBOI'O 3aBJAaHHA —
OOIPYHTYBAaHHIO TEOPETHUKO-METOMOJIOTIYHUAX TOJIOKEHbh Ta HAYKOBO-TIPAKTUYHHUX
pEeKOMEHJalIN 1010 CTPATErIYHUX MPIOPUTETIB PO3BUTKY MOJATKOBUX CHCTEM Ta
moAaTKoBOro oojiky kpain €C.

Y  TeopeTHYHOMY pO31UIl JAHWcepTalli PO3MVIAHYTO E€KOHOMIYHY CYTHICTb
MOJATKiB, OCOOJIMBOCTI (OpMyBaHHS Ta (PYHKI[IOHYBaHHS TOJATKOBUX CHCTEM;
PO3KPHUTO €BOJIOLUIMHANA ACHEKT PO3BUTKY MOJATKOBUX CHCTEM Ta IMOJAATKOBOTO
00J11KYy; OOTpYHTOBAHO 1HCTUTYIIMHO-TIPABOBI 3acaJ MOJATKOBUX cucteM kpain €C.

AprymMeHToBaHoO, 1110 €(heKTHUBHA MOJIaTKOBA CUCTEMA € KIIFOUOBOIO CKJIaJ0BOIO
€KOHOMIYHOI CTa0lIBHOCTI Ta PO3BUTKY KpaiHU, OCKUIbKM 3a0e3Meuye HaJIXOJKEHHS
0 OIJDKETy, CIPHUSE€ COILIAIbHIM CIPaBEIJIUBOCTI Ta CTUMYJIOE EKOHOMIYHE
3poctanns. IligkpecieHo, 10 TMOAATKOBA CHUCTeMa IIOBUHHA MaTH 3JaTHICTb
aJanTyBaTHUCS 10 3MIH B €KOHOMILI Ta CYCHIJIBCTBI, @ TAKOX IIBUIKO pearyBaTH Ha
C€KOHOMIYHI KpWU3W Ta 1HII HemepeabadyBaHl cuTyarii. JloTpuMaHHS TPUHIIMIIB
OMOJATKyBaHHS, TAKUX SIK YHIBEPCAJIbHICTb, CIIPABEUIMBICTh, MEepe0auyBaHICTh Ta
3pY4YHICTh CIUIATH, CHOPUSE JOCSITHCHHIO IIUICH TIOJAATKOBOI IOJITUKHA, 30KpeMa
3a0e3MeYeHHI0 CTAaOUIbHUX HAIXOMKEHb [0 OIOMKETy, Mepepo3NOuly IOXOJIB,
CTUMYJIIOBAaHHIO €KOHOMIYHOTO 3pOCTaHHS, CTPUMYBAHHIO 1H(IIALII Ta MATPUMII
€KOJIOT1YHUX 1HII[1aTHB.

[linkpecneHo, MO PO3BUTOK IMOJATKOBUX CHUCTEM 1 TOJATKOBOTO OOIIKY €
CKJIaJIHUM 1 OaraTorpaHHUM TIPOILIECOM, SIKMU BigoOpakae 3MiHM EKOHOMIYHUX,

COIIIAJIBHUX 1 TOJITUYHUX YMOB (PYHKI[IOHYBaHHS JAEpPXKAB MPOTATOM TPUBAIOTO
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icTopu4HOro Tepiogay. TakoX MiIKPECIeHO, IO €BOJIOIS MOAATKOBHX CHCTEM 1
MOTaTKOBOTO OOJIIKY € Oe3MepepBHUM TPOIECOM, CIIPSIMOBAHUM Ha BIOCKOHAJICHHS
MEXaHI3MIB JIEpPKaBHOTO PETyJIOBaHHS Ta MIABHUILEHHS €(EKTUBHOCTI (PicKanbHOT
MOJIITUKH, 110 CIPUSE NOCATHEHHIO IUJIEH CTajIoro pO3BUTKY SIK Ha HalllOHAJIBLHOMY,
TaK 1 Ha riI00adbHOMY piBHAX. OOGIPYHTOBAHO, IO €BOJIONIS MOJATKOBUX CHCTEM Ta
MOIATKOBOTO OOJIIKY Ma€ 3HAYHWM BIUIMB Ha €KOHOMIYHMHA PO3BUTOK, COI[AIbHY
CTaOlIBHICTh Ta KOHKYPEHTOCTIPOMOXKHICTh KpaiH y riI00anbHOMY MaciITaol.

BcranoBieHo, 10 MoAaTKOBI cucTeMH kpaiH €Bpomneiicbkoro Coro3y MaroTh
KJIFOUOBE 3HA4YEHHS /s (1IHAHCYBaHHS JEp>KaBHUX BUJATKIB, MIITPUMKH COIIaTbHOT
CTaOUIBHOCTI Ta €KOHOMIYHOTO PO3BUTKY. [10/1aTKOBI cuCTEMHU KOKHOI KpaiHU-4JIeHa
0a3yr0ThCS Ha 3arajJbHOEBPOIIEUCHKUX TPUHITUIIAX, aJIe PO3BUBAIOTHCS 3 ypaxyBaHHIM
HaI[lOHATBHUX MPIOPUTETIB TA EKOHOMIYHUX YMOB. ['apMoOHi3allisi TOAATKOBUX CUCTEM
B €C crnpsMoBaHa Ha y3rOJUKEHHS MMOJAATKOBOIO 3aKOHOJABCTBA, 0COOJIMBO y cdepl
HEMpsIMUX TMOJATKIB, 110 JOMOMAara€ yYHUKHYTH TMOJATKOBUX nucOananciB. OpHak
NOBHA yHI(IKaIisl MOXE 31TKHYTHUCS 3 IEBHUM OIOPOM, OCKIJIBKH KpaiHU 3 BUCOKUMU
BUTpaTaMd MOXYTh BTPaTUTH YaCTUHY CBOiX OIOPKETHUX  HAJXOJKCHBD.
OOrpyHTOBaHO, 110 THCTUTYIIIIHI 3acaid OMOJATKyBaHHS 3a0e3MeuytoTh €(heKTHBHE
(YHKLIOHYBaHHA TMOJATKOBHX CHUCTEM Yepe3 HHM3KY MEXaHI3MIB, cepell SKHX
3aKO0HOJIaBYa 0a3za, MPaBOBI HOPMH, a TAKOK MPUHIIMITH CIIPABEUIMBOCTI, TIPO30POCTI
Ta M1A3BITHOCTI.

B ananiTiuHIf YacTHHI JOCTIIHKEHHS JOCIIIKEHO CTaH NOJAaTKOBUX CUCTEM Ta
MOJATKOBOTO 00Ky OKpeMux KkpaiH €C; BH3HAYEHO TMPIOPUTETH PO3BUTKY
noaaTkoBux cucteM kpain €C y koHTekcTi peanizaiii [{inei cramoro po3sutky (LICP);
BCTAHOBJICHO POJIb OIMOJATKyBaHHS Y CTUMYJIIOBaHHI €KOHOMIYHOTO PO3BUTKY Ta
1BUIIIEHHI KOHKYPEHTOCTIPOMOXKHOCTI Kpain €C.

[Tinkpecneno, mo nporpama Fiscalis Bifirpae BaXJIMBY poJib y CHIBHOpAIll
MOJATKOBUX OpraHiB Kpain-uieHiB €Bpomneiickkoro Coro3y, a Permament (€C)
2021/847103 € xIOYOBUM JOKYMEHTOM, SIKUH OHOBHMB MONEPENHIN perjamMeHT 1
3ampoIOHYBaB HOB1 MEXaH13MU JIJIS1 BIOCKOHAJICHHS ITOJaTKOBOTO aIMIHICTPYBaHHS Ta

CHIBIIpaIll MOAATKOBUX oOpraHiB. CTBEPIKYETHCS, MO0 €(PEKTUBHICTh MOJATKOBHUX
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cucteM kpaiH €C 3alleXuTh BiJ TapMOHI3allli 3aKOHOJABCTBA, MIKHAPOIAHOTO
CHIBpPOOITHHUIITBA, €PEKTUBHOTO MOJAATKOBOTO aIMIHICTPYBaHHS Ta HaA1MHOI CyA0BO1
CUCTEMH, sIKi 3a0e31meuyIoTh (DiHAHCOBY CTAOUIBHICTD JIEPKaB, EKOHOMIYHE 3pOCTAHHS
Ta coliaibHUN po3BUTOK. CriocTepiraeTbesi TEHASHIIIS A0 TapMOHI3aIlli MOIaTKOBUX
npasui y Mmexxax €C 3 MeTo10 3a0e3meueHHs MPO30POCTi Ta KOHKYPEHTOCTPOMOKHOCTI
E€KOHOMIK KpaiH-uieHiB €C, a TaKo>X TeHJICHIIIs 10 CTBOPEHHS MEXaH13MIB YHUKHEHHS
MOJIBIMHOTO OMOJATKyBaHHS, HaJaHHsS IMOJATKOBUX MIJbI Ta CHPHUSIHHS IHTErparii
kpaiH €C y CBITOBY €KOHOMIKY.

[TigkpecoeThes, 10 3pocTaroya yBara 10 CTajloro po3BUTKY CTUMYIIIOE KpaiHU
€C 3anmpoBaJ)KyBaTH TaK 3BaHl «EKOJOTIYHI MOJATKW», SIKI CTAalOTh KIOYOBUM
IHCTPYMEHTOM y OOpOThO1 31 3MIHOIO KJIIMaTy, CHPHUSIOTH PO3BUTKY «3EJICHOI»
€KOHOMIKH Ta 3MEHIICHHIO HETaTUBHOTO BIUIMBY Ha JOBKULIA. [logaTku Ha BUKHUIU
CO2 Ta 1HIIMX NapHUKOBUX T'a31B A0MOMAaratoTh KOHTPOIKOBATH 3a0pYIHEHHS MOBITPA,
MOKpallyoun Horo skictb. OOIpyHTOBaHO, 10 €BPONEUCHKUN 3€JIEHUN KypC €
3pa3KOBOIO CTPATETIEI0 IHTETPallli TOAATKOBOI MOJITUKHY 3 €KOJIOTTYHUMHU UIAMH. [eit
IUIaH nepegdoadae 3arnpoBaKeHHs] HOBUX MOJATKOBUX IHCTPYMEHTIB I MIATPUMKHU
[ICP, Takux sk MOJATKH Ha BUKHUIM, a TAKOX IMOCTYMOBY BIAMOBY Bij cyOcuIii Ha
BUKOITHE TAJINBO.

Byno npoBeneno oiinKy eheKTUBHOCTI pi3HUX BUIB MoaaTkiB B €C. BusiBneno,
10 HempsiMl NmoAatku, Taki sk [1/IB, MuTHI 300pu Ta akiM3H, CTAHOBJIATH 3HAYHY
YaCTUHY JI0X011B criyibHOTO Orokety €C. [linkpecieHo, Mo npsmi moJaTku, 30KpemMa
HAa JoxoAau (IBUYHMX OCI0, CHOPUSIOTH peani3alfii MPUHIUIY COIIaIbHOI
CHPaBeIMBOCTI Yepe3 1HCTPYMEHTH MPOTPECHUBHOTO OMOJATKYyBaHHS, IIPO30POTo Ta
3pO3yMIJIOTO aAMIHICTpyBaHHs. BcTaHoBieHO, Mo mojaTkoBa cTpykTypa B €C €
30a7IaHCOBAHOIO Ta e(PEeKTUBHOIO, 3a0€3Meuyr0ur CTablIbHI OIOHKETHI HAAXOKCHHSI,
COLIlAJIbHY CHPABEMJIMBICTh B aMIHICTPYBaHHI Ta PO3MOJLI, a TAaKOX MIATPUMKY
€KOHOMIYHOTO 3pOCTaHHS B JIep>KaBax-ujeHax.

VY NOpoexkTHIN YacTUHI AOCHIHKEHHS OMUCAHO MEPCHEKTUBH TapMOHI3aIlll Ta
KOHBEPTEHIlli MOJAaTKOBUX cucTeM KpaiH €C; chopMysbOoBaHO MPOMO3UIIT 1010

BJIOCKOHAJICHHSI TIOJAaTKOBOTO OOMIKYy $IK MEXaHI3My JOCSTHEHHS (piHAHCOBOI



9

MPO30POCTI; PO3KPUTO MOTEHITIAN A1HKUTATI3al1li1 TOAATKOBUX CUCTEM Ta MOJaTKOBOTO
anminicTpyBanHs B €C. OcoOUCTHII BHECOK Yy HAyKOBUX TMpaIsiX, OMyOJiKOBaHUX Y
CIIBaBTOPCTBI, HABEJICHO OKPEMO Yy CITUCKY ITyOJTiKAITIH.

[linkpecneHo, MO rapMOHI3allisl MOJATKOBUX CHUCTEM KpaiH €BpONenchKOro
Coro3y € KITII0Y0BOI0 YMOBOIO ()OpPMYBAaHHS €IMHOTO PUHKY Ta €IMHOI €KOHOMIKH.
OOrpyHTOBaHO, WIO0 BIAMIHHOCTI B MOJATKOBUX CHCTEMax MEPElIKOHKAIOTh
KOHBEpPreHIli Ta eKoHOMIuHiH iHTerpatii B €C, 0coOIUBO Ha TIIi MOCUJICHHS PUHKOBOT
KoHKypeHItii. IligkpecneHo, mo BUPIMICHHS OHUX MPOOJIEM MOXKIHMBE MUITXOM
rapMoHizailii moaarkoBoi noJjituku €C 3 ypaxyBaHHSIM HalllOHAJIBHUX 0COOJIMBOCTEN
KpaiH-YICHIB.

AprymMeHTOBaHO, 1110 OAATKOBUM 001K y €BporneiicbkkoMy Cor031 € BaXKIMBUM
eJeMeHTOM (DIHAHCOBOI CHUCTEMH, SKUW BIJIrpae BaXJIUBY pOJb Yy 3a0e3leueHH1
IIPO30POCTi, TOYHOCTI OOYMCIEHHS Ta CHPaBEJIMBOIO PO3MOALTY MOJATKOBUX
3000B's13aHb. JOBEAEHO, 110 HOro OCHOBHOIO METOK € CIPHUSHHSA IPO30POCTI
¢d1HaHCOBOI 1H(OpPMAILi]l Ta HATEKHOMY KOHTPOJIIO 33 HAJXOIKEHHSIMHU 10 OIOJIKETY, a
TAKOK MIHIMI3allld KOPYNIINHUX pPHU3MKIB Ta YXWJIEHHS BIJ CIUIATH IOAATKIB.
OOrpyHTOBaHO, III0 TAPMOHI3AIlIA MTOJAATKOBUX CTaHIAPTIB 1 mporeayp y mexax €C,
BKitouaroun Taki iHimiatuBu, ssk CCCTB ta nHoBa konnenuiss BEFIT, BimoOpaxae
nparuennst €C aganTyBaTu MOAATKOBY CUCTEMY JI0 Cy4YaCHUX BUKIIMKIB, Y TOMY YHCII
10 uudpoBizallii eKoHOMIKK. BripoBamkeHHs Takux cTanaapTis, ssk CbCR, no3Bossie
NIABUIIMTH  (DIHAHCOBY MpO30picTh Ta €(QEeKTUBHO OOpPOTHUCS 3 arpecUBHUM
MOIATKOBUM TUTAHYBAHHSIM.

OOrpyHTOBaHO, IO B CYy4aCHOMY TJIOOAJbHOMY EKOHOMIYHOMY KOHTEKCTI
MO/IATKOBI CUCTEMHU BIITPAIOTh KITFOYOBY POJIb Y (DiHAHCYBaHHI JIEPKABHUX BUATKIB.
[Tigkpecneno, mo A 3MEHIICHHS MOJAaTKOBOIO HABAaHTAXKEHHS Ta IOKPAIIEHHS
MOJATKOBOTO aIMIHICTPYBaHHSI Ba)JIMBO I1HTErpyBaTH LHU(PPOBI TEXHOJOTii B YCI
aCTMEeKTH MOJATKOBUX mporieciB. [{udporizaiis Moxke 3HAYHO CIPOCTUTH MPOIETYPH
JUIS TUTATHUKIB TOJATKIB, MOKPAIIUTU B3a€EMOJIII0 3 IOJATKOBUMU OpraHamMu Ta
3MEHILIUTH aJMIHICTPATUBHI BUTpaT. BogHOYac BaXIMBO 3a0€3ME€YUTH JOCTYIHICTD

HOCIYT JAJI TUX, XTO HE Ma€ JIOCTYIy 10 HU(PPOBUX TeXHOJOTiH. BcTtaHoBIeHO, 110



10

ajanTallisi TOJAaTKOBHUX CHCTEM JIO HOBHX HHUGPOBUX pealii HeoOXiaHa s
3a0e3nedeHHs €()eKTUBHOTO BUKOHAHHS IMOJATKOBUX 3000B's13aHb, OCKIJILKH 0€3 TaKNX
3MIH MOXYTh BHHUKHYTH MpoOjemMu 31 300poM MOAATKIB Ta 301IbIIEHHSIM
aJMIHICTPAaTUBHUX BUTpaT. Taki TeXHOJIOTIi, K mMTy4dHul iHTenekT, API, BipTyansHi
NOMIYHUKM Ta €JEeKTPOHHI MmiIaThopMu Hapa3l aKTUBHO BIPOBAIKYIOTHCS
noaatkoBuMu opraHamMu €C i MiABUIIEHHS TOYHOCTI PO3PAXyHKIB, MOHITOPUHTY
YXUJICHHS B/ CTUJIATH MOJATKIB Ta aBTOMAaTH3aIli1 TOJaTKOBUX MPOLIECIB.

Kuro4oBi ci10Ba: mogaTkoBa cucTema, moIaTKoBHil 00JTiK, (hicKaIbHA TIOJTITHKA,
€poneiicerkuii Coro3, mogaTKoBa rapMoHi3allis, MoJaTok, MoJaaTkoBa 6asa, moJjaTkoBa
MPO30PICTh, MOJATKOBE aJAMIHICTPYBAHHS, IIJPKUTATI3ALlIS MMOJATKOBUX MPOIECIB,

noaaTkoBi ctangapTu €C.
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INTRODUCTION

Relevance of the topic. Modern economic processes in the countries of the
European Union are characterised by a high degree of globalisation, digitalisation,
interpenetration of economies and the formation of a single market, which creates new
challenges for the functioning of tax systems and tax accounting. Strengthening
international competition requires countries to adapt tax mechanisms to attract
investment, support entrepreneurship, and stimulate innovation. The growing role of
the digital economy makes it necessary to update approaches to taxation, in particular
in the aspects of accounting for e-commerce, digital services, and data use. Also
important is the issue of combating tax evasion, in particular through multinational
corporations, which requires EU countries to implement more transparent and unified
tax accounting rules. In addition, the changing social and economic priorities of
countries associated with sustainable development and the energy transition require the
transformation of tax systems to support these processes.

In addition to the challenges caused by globalisation and digitalisation, an
important factor for the development of tax systems in the EU countries is the change
in socio-economic models of progress as a result of demographic processes, in
particular the aging of the population, which challenges states to ensure the stability of
revenues to the budgets necessary to finance social programs and pension payments.
Strengthening EU economic integration and new security challenges necessitate the
formation of adaptive tax systems that are able to respond quickly to economic crises
or external shocks. Given the urgency of the issues outlined, the study of the strategic
priorities for the development of tax systems and tax accounting is critical for the
formation of efficient economic policies that will ensure long-term competitiveness
and sustainability of the EU countries.

The issue of development of tax systems and tax accounting is not new in the
scientific literature. Among foreign researchers, attention is drawn to the work of
J. Keynes, J. Arnold, R. Teaser, G. Hodgson, I. Wairedu, A. Osei Agemanga,
S. Agbadzidah, K. Tiwari, M. Khan et al. Among the Ukrainian researchers, aspects of
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the formation and functioning of tax systems, as well as features of tax accounting in
the conditions of digitalisation of the economy were studied by V. Bodrov,
N. Syniutka, N. Hlebova, O. Harkushenko, O. Hryhoriev, N. Petryshyn,
A. Todoshchuk, O. Shapovalova, T.Medynska, N.Nohinova, V. Pukhalskyi, etc.
Systematic and structural analysis of taxation in the EU countries was carried out by
A.Vorontsova, Yu. Demkiv, M. Martyshko, L. Zakharkina, V. Novikova,
K. Kanonishena-Kovalenko, T. Ovodenko, etc. Despite the significant amount of
research of the functioning of tax systems and the implementation of tax accounting in
the EU, the issue of improving taxation systems and introducing new tax accounting
tools in the EU countries that meet the requirements of digitalisation of the economy
and globalisation of financial flows is currently being actualised.

Connection of this work with scientific programs, plans, and subjects. The
dissertation is performed in accordance with the research plan of the State University
"Zhytomyr Polytechnic”.

The purpose and objectives of the study. The purpose of the study is to
substantiate the theoretical and methodological provisions, and scientific and practical
recommendations on the priorities for the development of tax systems and tax
accounting in the EU countries.

The objectives of the study are as follows:

— to substantiate theoretically the economic content of taxes, and the specifics of
the formation and functioning of tax systems;

—to reveal the evolutionary aspect of the development of tax systems and tax
accounting;

— to justify the institutional and legal framework for the functioning of the tax
systems of the EU countries;

— to study the current state of tax systems and tax accounting of individual EU
countries;

— to identify priorities for the development of the tax systems of the EU countries

in the context of the Sustainable Development Goals implementation;
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—to establish the role of taxation in stimulating economic development and
increasing the competitiveness of the EU countries;

— to describe the prospects for harmonisation and convergence of the tax systems
of the EU countries;

—to develop proposals for improving tax accounting as a mechanism for
achieving financial transparency;

— to reveal the potential of digitalising tax systems and tax administration in the EU.

The object of the study is the process of development of tax systems and tax
accounting in the EU countries.

The subject of the study is the theoretical provisions, scientific, methodological,
and applied aspects of the development of tax systems and tax accounting of the EU
countries.

Research methods. The study is carried out according to the general
methodological scheme of the systems approach using general scientific and specific
research methods. In particular, the substantiation of theoretical provisions, scientific,
methodological, and applied aspects of the functioning of tax systems, as well as the
implementation of tax accounting in the EU was carried out using such methods as:
structural analysis — to determine the main components of the study; literature review
— to examine scientific works on the issues under consideration; functional analysis —
to determine the functional relationships between different elements of the research
process; trend analysis — to form a generalised idea of long-term trends in data on tax
revenues in the EU member states; financial analysis — to assess tax revenues to the
common EU budget and budgets of the member states; system analysis — to assess the
relationships between different elements of the tax systems of the EU countries;
comparative analysis — to compare the features of the functioning of tax systems and
the implementation of tax accounting in individual EU countries and to formulate
proposals to deal with the issues under investigation; abstract-logical method — to
describe the consistency of tax accounting and reporting processes in the EU countries;
method of induction and deduction — to formulate conclusions and recommendations

on the researched issue; table and graphics techniques — to reflect the results.
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The information base of the study is scientific literature, in particular,
monographs, scientific articles, and publications on the functioning of tax systems and
tax accounting, EU regulatory documents (directives, resolutions), international
agreements, protocols, memorandums, official data of the European Commission, the
European Council, and other pan-European and national authorities of the EU member
states, data from the global Internet, etc.

The scientific novelty of the obtained results lies in developing theoretical
provisions and practical recommendations for enhancing tax systems and tax
accounting in EU countries.

The main provisions of scientific novelty are as follows:

points that have been improved:

— scientific substantiation of the evolution of tax systems and tax accounting as
a continuous process of transformation, reflecting the historical path from primitive
fees in ancient societies to modern complex taxation mechanisms aimed at ensuring
economic growth, social justice, environmental stability, increasing the efficiency of
fiscal policy, achieving the Sustainable Development Goals, and based on the
integration of the principles of adaptability and flexibility, taking into account the
specifics of globalisation of the economy and digital innovation;

— a methodical approach to the analysis of the tax systems of the EU countries,
which made it possible to establish that, despite the common orientation towards
financing public services, supporting social welfare, and ensuring sustainable
development, the tax systems of the EU countries have both common features and
significant differences due to the economic, social, and historical characteristics of
each state, which is manifested in a variety of approaches to the formation of the tax
base, the use of rates and mechanisms for their collection;

— substantiation of the vector of development of tax systems and tax accounting
as a certain dynamic and complex process, conditioned by the need to adapt to modern
challenges of digitalisation, globalisation and integration of international accounting

and taxation standards, focused on creating a transparent, adaptive and inclusive
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environment that will support economic development, stimulate innovation, and
contribute to the sustainable development of states and the international community;
points that have been further developed:

— the meaning of the concept of "institutional framework for taxation", which is
suggested to be treated as the totality of norms, principles, and rules, as well as state
institutions that determine, regulate, and ensure the functioning of the country's tax
system through legislative and administrative mechanisms aimed at ensuring a fair,
efficient, and transparent taxation process;

— analysis of the "Fiscalis 2020" action program, which made it possible to
establish that the implementation of the program contributed to increasing cooperation
between the tax authorities of the EU countries, stimulated their intellectual,
sustainable, and inclusive growth, increased administrative capacity, as well as the
introduction of scientific and technological progress and innovation, thus creating the
basis for strengthening business competitiveness, promoting employment, protecting
the financial and economic interests of the EU member states and taxpayers;

— approaches to assessing the efficiency of adapting EU tax systems to combat
aggressive tax practices, integrating tax aspects into the EU sustainable development
strategy, using grants for environmental initiatives, strengthening corporate tax
practices, stimulating innovation, economic growth, social stability, and improving the
quality of life in the EU;

— the methodology for assessing the impact of tax harmonisation to ensure
transparency and competitiveness of EU economies, the introduction of mechanisms
for avoiding double taxation, and tax incentives that contribute to the integration of the
EU into the global economy, together with the digitalisation and automation of
administration processes increase the efficiency of tax collection, and reduce the
possibilities for evading taxes;

— substantiation of the peculiarities of tax accounting in the EU countries, which
promotes transparency, accuracy of calculation, and fair distribution of tax liabilities;
ensures transparency of financial information, control over budget revenues, and

minimisation of corruption risks; makes it impossible to evade taxes, while stimulating
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the harmonisation of tax standards and procedures in the EU, in particular through
initiatives such as CCCTB and BEFIT; reflects the EU's desire to adapt the tax system
to modern challenges, in particular to the digitalisation of the economy.

The practical significance of the results obtained lies in the development of
theoretical and methodological generalisations, and scientific and practical
recommendations on strategic priorities for the development of tax systems and tax
accounting in the EU countries.

The main theoretical and methodological provisions of the study are used in the
educational process by the State University of Zhytomyr Polytechnic, in particular in
teaching such disciplines as ‘International Taxation’ (certificate No. 44-01.00/1968
dated 24.12.2024); Limited Liability Company ‘Science Park of the State University
of Zhytomyr Polytechnic’ in developing strategies for tax incentives for business
(certificate No. 05/1212 dated 12.12.2024); the Union of Auditors of Ukraine on
harmonisation of the tax policy of Ukraine with the EU norms and standards,
organisation of professional seminars and round tables for auditors, tax consultants and
business representatives on international taxation (certificate No. 1-02 dated
21.02.2025).

Personal contribution of the applicant. The theses is an independent
completed scientific research. Scientific provisions, developments, conclusions, and
recommendations to be defended were independently obtained by the author. Based on
the results obtained in the course of the study, theoretical and methodological
provisions, and scientific and practical recommendations on the priorities for the
development of tax systems and tax accounting of the EU countries were formed. In
particular, the economic content of taxes, and the specifics of the formation and
functioning of tax systems are theoretically substantiated; the evolutionary aspect of
the development of tax systems and tax accounting is revealed; the institutional and
legal foundations of the functioning of the tax systems of the EU countries are
substantiated; the state of tax systems and tax accounting of individual EU countries
Is investigated; the priorities for the development of tax systems of the EU countries in

the context of the implementation of the Sustainable Development Goals are



20

determined; the role of taxation in stimulating economic development and increasing
the competitiveness of the EU countries is established; the prospects for harmonisation
and convergence of tax systems of the EU countries are described; proposals for
Improving tax accounting as a mechanism for achieving financial transparency are
formulated; the potential of digitalisation of tax systems and tax administration in the
EU is revealed. Personal contribution to scientific papers published in co-authorship is
given separately in the list of publications.

Approbation of the dissertation results. The main provisions of the research
presented in the dissertation were reported, discussed, and received a positive
assessment at international and all-Ukrainian scientific and applied conferences, which
is reflected in the publications: 1. Islamli J. Economic nature of taxes and peculiarities
of functioning of tax systems. National Security in Times of War, Post-War
Reconstruction, and Global Challenges of the 21st Century: Collection of Abstracts of
the All-Ukrainian Scientific-Practical Conference with International Participation,
December 12-13, 2024. Zhytomyr: Zhytomyr Polytechnic, 2024. P. 759-761. 2. Islamli
J. Analysis of the tax system and tax accounting in Finland. Legal Policy of Ukraine:
History and Modernity: Materials of the VV All-Ukrainian Scientific-Practical Seminar
(Zhytomyr, October 10, 2024). Zhytomyr: Zhytomyr Polytechnic, 2024. P. 218-221. 3.
Islamli J. Peculiarities of tax administration in the EU. Abstracts of the All-Ukrainian
Scientific-Practical Online Conference of Graduate Students, Young Scientists, and
Students Dedicated to Science Day. Zhytomyr: "Zhytomyr Polytechnic", 2024. P. 706-
707.

Publications. The main provisions of the thesis are published in 6 scientific
papers, of which the applicant personally authered: 3 articles in domestic professional
journals included in international scientometric databases; 3 abstracts of reports at
international and all-Ukrainian conferences.

Structure and volume of the dissertation. The dissertation consists of an
introduction, three chapters, conclusions, a list of reference materials, and appendices.
The main content is presented on 150 pages of printed text. The thesis contains 16

tables and 26 figures. The list of references includes 175 titles and takes up 18 pages.
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CHAPTER 1
THEORETICAL BASIS OF THE DEVELOPMENT OF TAX SYSTEMS
AND TAX ACCOUNTING
1.1. Economic essence of taxes, specifics of the formation and functioning of

tax systems

Taxes are an integral and important component of the economic system of any
state. They are the main mechanism for redistributing national income aimed at
financing state expenditures and meeting social needs. Taxes provide revenue to the
budget, which finances such important areas as education, healthcare, social protection,
infrastructure, security and other areas. Despite the presence of a significant amount of
research in the field of taxation, the issues of the economic content and essence of taxes
continue to generate discussions in academic circles.

The classical theory of taxation was initiated by the scientific works of
D. Ricardo and A. Smith. The English economist D. Ricardo in his work «On the
Principles of Political Economy and Taxation» in 1817 noted that taxes constitute that
part of the product created by the country, which comes to the disposal of the
government and is always paid in the end either from capital or from the country's
income [70]. Like A. Smith, he considered state spending nonproductive, and limited
the role of taxes in society to a fiscal function. Moreover, D. Ricardo considered these
mandatory payments a negative phenomenon, insisting that they interfere with the
process of formation and accumulation of capital. In his opinion, «...there are no taxes
that would not lead to a decrease in the amount of capital, all taxes inhibit production
and cause the same consequences as bad soil or climate...» [76, 77]. J. Keynes
emphasised the extremely important role of fiscal policy in stabilizing the economy
and believed that government spending financed by taxes can stimulate economic
growth and employment [145].

The English economist M. Blaug, known for his research in the field of taxation,
made a significant contribution to the development of tax theory. He proposed a new

approach to the analysis of tax policy, which allowed for a more accurate assessment
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of the efficiency and distribution of income in society. His works were based on the
proceedings of such prominent economists as A. Smith, J. Mirlis, E. Atkinson, etc. M.
Blaug also proposed a methodology for optimal taxation, which allowed minimizing
abuse and ensuring a more equitable distribution of income and had a significant
impact on modern economic science and the development of tax policy in different
countries [4].

The issues of tax regulation and taxation efficiency were considered in the works
of J. Stiglitz, B. Milanovic, M. Weber, P. Samuelson and others. J. Stiglitz, a Nobel
Prize winner in economics, studied the impact of taxes on economic inequality and the
efficiency of government spending. He believed that taxes can be used as a tool to
reduce income inequality and ensure a more equitable distribution of wealth [80].
Similar conclusions were made by B. Milanovic, who studied the dynamics of global
inequality and its impact on economic development. In his works, he emphasises that
effective tax policy can help reduce income inequality by ensuring a more equitable
distribution of wealth, which includes the introduction of a progressive tax system,
reducing tax evasion and increasing the efficiency of taxation [149]. M. Weber, a
German sociologist and economist known for his works on taxation and bureaucracy,
believed that taxation is an important tool for ensuring the functioning of society and
the state. Weber emphasised that taxation not only provides funding for the state, but
also contributes to the distribution of income and the reduction of social inequality [8].

In the classical form, the key principles of taxation were formulated by A. Smith.
Among them there is the principle of the correspondence of the amount of taxation to
the income received. It implies that all citizens of the state should participate in
financing the government in accordance with their capabilities and the income they
earn. The principle of the correspondence of the amount, time and method of tax
payment suggests that the tax should be established in such a way for the taxpayer to
know exactly the terms, method and the amount of payment. In addition, taxes should
be collected at the most convenient time and method for the taxpayer. The principle of
minimum additional costs for taxpayers, arising during the collection of taxes,
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determines that the tax system should be designed in such a way as to take from citizens
as little money as possible in excess of what is received by the state budget [76].

A. Wagner paid considerable attention to the study of the principles of taxation.
In his works, he proposed the concept of a four-stage classification of the basic
principles or rules of taxation: financial rules — sufficiency and flexibility of taxation;
general economic rules — the choice of taxation objects and the optimal combination of
forms and types of taxes; ethical rules — the universality and fairness of taxation;
administrative and technical rules — the certainty of the tax, the convenience of payment
and the reduction of its collection costs [173].

The works' analysis of leading scientists gives grounds to assert that the
economic content of taxes is manifested in the fact that they are a source of state income,
atool for redistributing resources, a mechanism for economic regulation and stabilizing
the economy. In view of this, it can be considered from several positions. First, as a
source of income for the state, they are used to finance various social needs, such as
healthcare, education, military defense and infrastructure development. Second, with
the help of taxes, the state can reduce income inequality among the population,
redistributing funds from the richer to the less well-off. Third, taxes can be used as an
instrument of economic policy to stimulate or restrict certain types of activity. For
example, high taxes on alcohol or tobacco can reduce their consumption, while tax
breaks for innovative enterprises can stimulate their development. In addition, in times
of economic crises or recession, the state can use tax instruments to support demand
and stimulate economic growth. Therefore, taxes play a key role in the functioning of
the economy, ensuring the financial stability of the state and contributing to its social
and economic development. Guided by this, governments of countries develop their
tax systems.

The formation of a tax system is a complex process that depends on economic,
social and political factors that are determined by the tax policy of the state [42]. In the
scientific literature, there is no single approach to defining the concept and essence of
state tax policy, which is due to the variety of scientific interpretations of this category,

as well as the complexity and multi-vector nature of its content. The study of the
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category of «state tax policy» is complicated not only by the multifaceted nature of the
phenomenon itself, but also by the fact that it encompasses several interrelated
categories, such as «tax policy» and «tax systemy.

Explication of the conceptual apparatus will allow for a deeper understanding of
the role and functions of taxes in modern society, as well as for determining the optimal
approaches to the formation of tax policy and the tax system in the state. It will also
contribute to the formation of more effective and fair taxation systems that take into
account the interests of all citizens and ensure the stability of public finances. At the
same time, it is important to consider that tax policy should be flexible and able to
adapt to changes in the economic and social spheres, allow the state to quickly respond
to challenges arising from globalisation, technological changes and other factors.
Besides the tax system should be transparent and accessible to understanding so that
business and citizens can easily navigate their tax obligations and have confidence in
state institutions.

Determining the optimal approaches to the formation of tax policy and the tax
system necessitates the need to analyze the leading scientific literature on the outlined
issues (Table 1.1). Theoretically, the potential of tax as an economic category is
realized by the tax system through the implementation of the goals and objectives
defined by tax policy. The taxation system, defined by law, becomes a practical tool
for redistributing taxpayers' income. If the taxation system defined in the law does not
ensure the disclosure of the internal economic potential of the state and is not able to
provide adequate revenues to the budget, then it can be contended that it does not
perform the functions assigned to it.

Table 1.1
Interpretation of the Definitions of “Tax Policy” and “Tax System” in
Scientific Literature

Author Definition

Yu. lvanov [34] Tax policy has two aspects: the formation of the state budget and the actual
collection of taxes in accordance with all elements of the tax system.
Regarding the first aspect, the state cannot establish the maximum level of
taxation due to the risk of social tension; therefore, loans are used to cover
part of the expenses as deferred future taxes.
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1.

Ya. Yarema [97, 98]

Tax policy represents a system of state measures for regulating taxation.
Its content and purpose are determined by the socio-economic structure of
society, the strategic goals defining the development of the national
economy, the social groups in power, and international obligations in the
field of public finance.

P. Khomin [88]

Tax policy is associated with balanced accounting support following
classical methodological and methodical principles.

K. Shvabiy [92]

Tax policy is implemented through the determination of principles, objects
and subjects of taxation, tax rates, and grounds for tax exemptions.

A. Sokolovska
[78, 79]

Tax policy should address real economic and public finance system
problems, responding to contemporary challenges and threats.

O. Oliynyk, I. Filon
[58]

The tax system is a set of taxes and fees (mandatory payments) to budgets
and state-targeted funds collected in the manner established by the laws of
Ukraine.

V. Slyusarenko [75]

The purpose of the tax system, which reflects and is an integral component
of the country's economic development model, is not only to collect taxes
and ensure budget revenue for the state to perform its functions but also to
facilitate achieving the strategic goals of national economic development.

K. Bartkova [3]

The country's tax system primarily has short-term goals, such as filling
state and local budgets and using funds for societal needs.

O. Gonta [11]

The tax system is one of the foundations of the economy's functioning. It
ensures both the financial security of the country and influences the level
of economic growth of business entities.

T. Stovbun [81]

The tax system is a factor in stimulating innovative activity in the country.

O. Kovalenko [39]

The tax system should be progressive, promote investment, economic
development, competitiveness, and employment, and should be stable and
predictable.

Source: compiled by the author.

The synthesis of scientific sources gives grounds to assert that tax policy and the

tax system play a key role in the functioning of a modern state, ensuring stability and

development of the economy. The main aspects of tax policy include the formation of

the state budget and tax collection and are determined by the social and economic

priorities of society, strategic goals of national economic development and

international obligations. O. Revenko claims that tax policy is implemented through

the definition of principles, objects and subjects of taxation, tax rates and grounds for

exemption from taxation. It must be flexible and able to adapt to changes in the

economic and social spheres. An important component of effective tax policy is its

transparency and accessibility for citizens to understand, which increases trust in state

institutions and promotes voluntary fulfillment of tax obligations [69].
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The key objectives of tax policy are to achieve fiscal stability, optimal
distribution of income, economic growth, social justice and environmental
sustainability (Fig. 1.1). Achieving fiscal stability, according to D. Koval, allows the
state to have sufficient financial resources to perform its functions and cover budget
obligations, which contributes to reducing the budget deficit and debt burden [40].
Optimal distribution of income through a progressive taxation system, according to G.
Kucherova, contributes to reducing inequality in society and increasing the level of

population well-being [51].

-
Ensuring stable revenues
Fiscal stability to the state
budget
\.

Reducing social inequality
between different population
groups

Optimal income
distribution

Stimulating economic development

Economic growth by creating a favorable
tax environment

Ensuring a fair distribution
Social justice of the tax burden among
the population

Envi I Using tax instruments
nvironmenta to protect the

sustainability environment

AVAVA VANV

Fig. 1.1. Key objectives of tax policy

Source: compiled by the author.

Economic growth is an important task of tax policy, since taxes can stimulate
investment and entrepreneurial activity, create new jobs, promote innovation and
modernization of production. At the same time, tax policy, from the point of view of
O. Zhulyn, should also take into account the principles of social justice, ensuring the
protection of low-income groups of the population and creating conditions for social
support through adequate financing of social programs [32]. Finally, environmental

sustainability is becoming an increasingly significant goal of tax policy in the context
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of global environmental challenges. The introduction of environmental taxes and
incentives, notes S. Pyroga, allows directing economic activity towards sustainable
development and reduces the negative impact on the environment. Thus, tax policy not
only provides the necessary level of state revenues, but also acts as an important tool
for achieving strategic economic, social and environmental goals [63].

To implement the goals of tax policy, it is important to create an effective and
transparent tax system. The tax system, as a tool for implementing tax policy, should
ensure stable revenue flow to the budget, promote economic stability and stimulate
growth. It includes various types of taxes and fees, mechanisms for their administration
and ensures interaction between state bodies and taxpayers. It is extremely important
that the tax system takes into account the specific features of the national economy and
responds to modern challenges and threats. In particular, N. Kostyshyn emphasises that
in the face of various challenges, globalisation and technological changes, the tax
system must be flexible, able to quickly adapt to new conditions and ensure a balance
between fiscal stability and economic growth [44].

The formation of an effective tax system involves the creation of transparent and
understandable tax rules, the establishment of fair tax rates, as well as the introduction
of modern technologies for tax administration. Such measures help reduce the tax
burden on business, stimulate investment activity and contribute to increasing tax
discipline among citizens. The creation of such a tax system that meets the needs of
society and the state is one of the key tasks of tax policy. As D. Kobylnik claims, only
an effectively working tax system can ensure stable economic development and the
well-being of citizens [38].

Systematising scientific views on determining the essence of the tax system, O.
Sushkova notes that the latter not only ensures the collection of taxes and the filling of
budgets of the state and local levels, but also contributes to the achievement of strategic
goals for the development of the national economy. It must be stable so that enterprises
and citizens can plan their financial operations for the long term. One of the key tasks
of the tax system is to ensure the financial security of the country and promote

economic growth [82]. Tax policy and the tax system should be aimed at solving real
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problems of the economy, respond to modern challenges and threats, and also
contribute to a fair distribution of the tax burden among different groups of the
population. Only in this case the tax system will be able to effectively perform its
functions and ensure the stability and prosperity of the state.

The key components of the state tax system are illustrated in Fig. 1.2,

Implementation of tax policy
goals

— Tax policy

Classification of taxes,
— Tax structure identification of taxpayers and
objects of taxation

Tax system

Establishment of collection
— Tax administration mechanisms and compliance
with tax legislation

Definition of rules, norms, and
principles governing taxation

— Tax legislation

Fig. 1.2. Components of the state tax system

Source: compiled by the author.

Formation of the tax system, insists S. Pyroga, is a complex process that requires
taking into account numerous economic, social and political factors. It involves the
development and implementation of tax mechanisms that ensure a fair and effective
distribution of the tax burden among different categories of taxpayers [63]. According
to L. Tovkun, the key principles of forming the tax system include: fairness, efficiency,
transparency, stability, flexibility and administrative simplicity [83]. The point is that
the tax system should ensure equality before the law of all taxpayers regardless of their
income or status. O. Gonta states that taxes should be managed in such a way as to
maximize budget revenues while minimizing administrative costs. According to the
scientist, an effective taxation system should ensure a reduction in costs during tax

collection, be understandable and transparent for taxpayers and, thus, increase trust in
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tax authorities and voluntary fulfillment of tax obligations [11]. Yu. Pasichnyk points
out that the stability of the tax system helps in long-term planning of financial and
economic decisions [62].

The formation of the tax system is a complex process that takes into account the
economic, social and political particularities of the state. I. Yuga claims that the main
goal of the tax system is to provide the state budget with stable revenues to finance
public services, such as education, healthcare, social security and infrastructure. For
this purpose the government determines the types of taxes, their rates, benefits, as well
as the procedure for calculation and payment. The structure of the tax system usually
includes both direct and indirect taxes, which affect enterprises and the population in
different ways, forming a balance between fiscal needs and economic stimulation [95].

The impact of the tax system on the country's economy is multifaceted and
depends on its structure, the efficiency of administration and the chosen directions of
tax policy. An effectively constructed tax system provides stable revenues to the state
budget, which allows the government to fulfill its social and economic obligations.
Stable financing of the public sector reduces the need for external borrowing and
strengthens the country's economic security. Research by Ya. Yarema proves that tax
policy can be aimed at supporting investment and entrepreneurship development [97].
For example, reduced tax rates for small and medium-sized businesses, tax holidays
for startups, tax discounts for investments in innovative technologies stimulate
entrepreneurial activity, job creation and GDP growth.

Progressive tax rates allow reducing income inequality, ensuring social justice
and financing social programs. Through tax revenues, according to S. Yuriy, the
government can redistribute resources in favour of the poor, which contributes to social
stability and an increase in the quality of life. With the help of taxes, the state can
influence the level of inflation and demand [96]. For example, increasing taxes on
goods with high demand can reduce inflationary pressure, while reducing the tax
burden can stimulate consumption and production in economically important sectors.
The introduction of environmental taxes (for example, a tax on CO2 emissions, on the

use of natural resources) helps reduce harmful emissions and stimulates enterprises to
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implement environmentally friendly technologies, which has a positive effect on the
environment and promotes sustainable development. M. Karminska-Belobrova states
that a favorable tax system can make the country attractive to foreign investors.
Reduced income tax rates, preferential taxation of new enterprises, transparent tax
procedures — all this creates conditions for investment [36].

The economic content of taxes is to ensure the necessary conditions for the
formation of state financial resources, which are the basis of the functioning of the
country's economy. Taxes perform several key functions: fiscal, regulatory,
distributive and stimulating, contributing to the sustainable development of the
economy and maintaining social stability. O. Pabat insists that the tax system in this
context appears as a set of tools that allows the state to effectively redistribute national
income, ensure the level of state spending and create incentives for investment and
innovation [61].

Analysis of the works of leading scientists gives grounds to assert that the
specifics of the formation of the tax system are determined by the need to balance the
fiscal needs of the state and ensuring economic activity in the country. An important
element of the tax system is the structure of tax revenues, which includes direct and
indirect taxes. Direct taxes, such as personal income tax and corporate profit tax, ensure
a fair distribution of the tax burden and reduce social inequality. Indirect taxes, such as
Value Added Tax (VAT) and excise duties, aimed at filling the budget through
consumption, can also perform the function of regulating demand for certain types of
goods and services.

The process of forming a tax system includes the development of methods of
administration and control over the payment of taxes, which ensures transparency and
accountability of tax procedures. A rational tax system should be adaptive to economic
changes, include mechanisms for reducing the tax pressure on small businesses and
innovative industries, and also provide for measures to stimulate investment activity
and the competitiveness of the national economy. Thus, the tax system not only
provides financial resources for the state, but is also a strategic tool of public
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administration. It allows influencing the pace of economic growth, ensuring social
protection and promoting environmental sustainability.

Therefore, an effective tax system is an important component of the economic
stability and development of the state, which ensures regular revenues to the budget,
promotes social justice and economic growth. The formation of such a system requires
a balanced approach, taking into account national characteristics and international
experience. The tax system must have the ability to adapt to changes in the economy
and society, as well as quickly respond to economic crises or other unforeseen
circumstances. Tax procedures should be simple and understandable, which reduces
the likelihood of errors and facilitates the process of tax collection for both taxpayers
and tax authorities. Compliance with taxation principles, such as universality, fairness,
certainty and convenience of payment, contributes to achieving tax policy goals, in
particular ensuring budget revenues, redistributing income, stimulating economic

growth, controlling inflation and supporting environmental initiatives.

1.2. Evolutionary aspect of tax systems and tax accounting

Simultaneously with the emergence of the state, taxes appear, the purpose of
which is to ensure its financial needs. The evolution of taxes demonstrates how their
forms have changed — from natural levies and primitive accounting mechanisms in
ancient civilizations to modern digital tax administration systems. The development of
tax systems was accompanied by the improvement of tax accounting, which has
evolved from manual calculation and bookkeeping to automated computer databases
enhancing the efficiency and transparency of taxation.

The study of the evolution of tax systems and tax accounting allows us to trace
how approaches to tax collection and accounting have developed in different historical
periods, and how these processes have adapted to the socio-economic conditions of
their time. The tax system has always reflected political and economic realities, as well

as the level of development of society, technology and state institutions. The study of
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the evolution of tax systems and accounting is important because it helps to understand
the causes and consequences of tax reforms, as well as the impact of tax policy on the
economic development of the state. The study of historical changes in taxation and
accounting is useful for building an effective and sustainable tax system that meets
modern challenges and needs of society.

Stage | — the emergence of taxes is attributed to the period of the formation of
the first states, when commodity production appears, the state apparatus is formed —
officials, army, courts. As described in his works by A. Krysovaty, the reasons for the
emergence of taxes include the need to maintain the state, conduct military operations
or large-scale construction [48]. At the initial stage, which covers the period of the
Ancient World and the early Middle Ages, taxes were extraordinary and random in
nature. T. Tomnyuk's research proves that the state mostly received its income from
the exploitation of its own lands, property, crafts, as well as from contributions from
the defeated, military booty, gifts and tribute [49].

According to A. Sokolovska, during the feudal period, the main tax burden fell
on society. Tax levers were often intertwined and sometimes took the form of other
sources of state income, which were considered priority. Such income included
domains — the ruler's income from managing his own property (forests, land and other
types of property), which were private in nature. At this stage, the income of the ruler
and the state was almost equal; there was no clear distinction between public-law and
private-law income [78, 79]. Thus, the first stage of taxation development was
characterised by the absence of an administrative apparatus capable of clearly and
rationally organizing the tax collection system, the randomness and extraordinary
nature of taxes in the structure of state income, and the low level of state needs that
were satisfied without the use of tax levies.

Stage 11 of taxation development, covering the period from the 18th century to
the early 19th century, is characterised by significant changes in the tax system. The
main features of this stage are described by A. Krysovatyi and T. Tomnyuk [49].
Scientists justify that during this period, the formation of more structured tax systems

began, incorporating both direct and indirect taxes, which allowed governments to
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better plan their income and expenses. Volatile and occasional taxes were gradually
replaced by permanent ones, which provided more stable sources of income for the
state. With the emergence and expansion of the functions of tax systems, the need for
effective state management of their collection and control over payment increased. The
Industrial Revolution contributed to an increase in economic activity and the creation
of new sources of income, which, in turn, led to an expansion of the tax base. During
this period, consumption taxes such as excises and duties emerged, becoming
important sources of state revenue [48, 49]. Thus, we can claim that the second stage
of taxation development is marked by the transition from random and unstable taxes to
a more systematic and stable tax system that provided the necessary revenues for the
development of the state [49].

Stage 111 (late 19th century — mid-20th century) in the history of the formation
of the taxation system is characterised by significant changes caused by
industrialization, the growth of the state role in the economy and social life. During
this period, many countries introduced new tax forms that met the growing needs for
financing state expenditures related to infrastructure development, social programs,
and war expenses. O. Ryabchuk focuses on the introduction of income tax and personal
income tax at the end of the 19th century and the beginning of the 20th century in most
industrialized countries, which became an important source of budget revenues. The
scientist justifies that this was due to the need to redistribute income and finance social
needs, as well as a response to growing social inequality [71].

In his studies, O. Fradynsky draws attention to the introduction of taxes to
finance war expenses. The scientist claims that during the First and Second World Wars,
the governments of many countries significantly increased the tax burden to finance
military needs. Additional taxes were introduced, and tax rates increased, especially
for large enterprises and wealthy segments of the population. Tax policy became a tool
for mobilizing economic resources to support the war effort [86].

The strengthening of tax administration and accounting, as K. Kukhta asserts,
was also inherent in the third stage of the evolution of the taxation system. Studies

prove that in order to ensure stable tax revenues, states improved tax accounting and
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control systems. Tax inspectorates were created, new methods of calculating tax
liabilities were developed, which contributed to increasing the efficiency and
transparency of taxation [50]. In parallel, this period was characterised by the
emergence of numerous economic theories, the development of tax theories, and the
justification of the feasibility of progressive taxation to reduce inequality and maintain
social stability.

Economist scholars, in particular J. Keynes, considered taxes as a tool for
influencing the economic situation and the level of employment in the state. They
insisted on strengthening the role of taxes in providing state social programs [145].
Taxes began to be used to finance education, health care, and social security systems,
which became an important factor in improving the quality of life of the population.
This period became a turning point in the development of the taxation system, laying
the foundations of modern taxation focused on progressive redistribution of income,
stable financing of public spending, and social equality. The tax system became an
important tool for macroeconomic regulation, as well as for the formation of the state's
socio-economic policy.

Stage 1V (mid-20th century to the present) in the evolution of tax systems is a
period of significant changes and innovations aimed at adapting taxation to global
economic and technological transformations. It was marked by the growth of the state
role in managing the economy, the development of social functions of taxes, as well as
the internationalization of tax policy in connection with globalisation and the
development of international trade. The strengthening of progressive taxation and the
expansion of social programmes, according to A. Nikityshyn, characterises the fourth
stage of taxation development. Many countries, especially with developed economies,
have expanded their social functions by introducing state programs of social insurance,
pensions, health care and education. Tax revenues have become the main source of
financing these programs, leading to the establishment of progressive income taxation
for individuals and corporations as a fundamental element of the tax system [57].

The introduction of the Value Added Tax (VAT), which, as O. Trifonov insists,

has become one of the most important taxes in most countries of the world, in particular
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in European countries, where it was introduced in the 1960s. It allows to fill the state
budget effectively, ensuring stable revenues and reducing the tax burden on producers.
Since the late 1970s, during the period of economic crises and stagflation, countries
such as the USA and the UK have carried out reforms aimed at reducing tax rates for
enterprises and stimulating investment. Research by V. Melnyk proves that these
reforms contributed to the intensification of economic activity and the reduction of
unemployment, initiating the transition to the model of «supply-side economys», which
encourages private investment and entrepreneurial initiative [85].

Internationalization of tax policy and avoidance of double taxation, as
O. Magopets states, has become a defining feature of the modern stage of tax systems
development. Due to economic globalisation and the growth of international trade,
there was a need to develop mechanisms to avoid double taxation of income of
international companies. This led to the signing of numerous international agreements,
the creation of organizations such as the Organization for Economic Cooperation and
Development (OECD), and the development of standards to prevent aggressive tax
planning [53]. Studies by Yu. Onyshchyk confirm that the governments of many
countries have begun an active fight against tax evasion, developing measures to
prevent the use of offshore jurisdictions and tax minimization schemes. Control over
the income of corporations and individuals has increased, which has made it possible
to increase the transparency of tax systems and reduce budget losses from the shadow
economy [59].

The current stage is characterised by the active digitalisation of tax processes:
the introduction of electronic accounting systems, automated databases, online income
declaration. This has enhanced efficiency, accuracy, and reduced administrative costs,
allowing for faster detection of violations and fewer cases of tax evasion [72]. O.
Korzachenko insists that governments are now focusing on environmental taxation.
Many countries have begun to introduce «green» taxes aimed at reducing
environmental pollution, such as a tax on carbon dioxide emissions, excise taxes on
non-ecological fuels and other payments for the use of natural resources [43]. The

fourth stage of the development of tax systems was a period of their intensive
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transformation. They became more flexible, transparent and focused on social stability.
Tax policy adapted to the new conditions of globalisation, the digital economy and
environmental challenges [169]. The result was the formation of a modern tax system
that combines effective fiscal administration, stimulating economic development,
environmental sustainability and improving the quality of life for citizens [174].

The analysis of scientific works provides grounds for systematising the key

stages of the development of tax systems (Fig. 1.3).

Stage | (Ancient World and the Middle Ages)

It is characterized by underdeveloped and sporadic taxation (war spoils, domains). In Europe
during the 16th-17th centuries, well-developed tax systems were absent.

NS

Stage Il (18th century — early 19th century)

The formation of the first tax systems takes place, including direct and indirect taxes. The
development of European statehood required the replacement of "random"” taxes.

NS

Stage 111 (late 19th century — mid-20th century)

It is characterized by a reduction in the number of taxes and an increase in the rights of payers
when establishing and collecting them.

NS

Stage IV (mid-20th century to the present)

Characterized by increased transparency of tax processes and increased trust in the tax
system, increased international cooperation and social justice

Fig. 1.3. Systematisation of key stages of the development of tax systems
Source: based on [13, 14, 15, 83].

An integral part of the evolution of tax systems is the development of tax
accounting, which is aimed at ensuring effective and transparent tax administration.
Tax accounting, as well as the transformation of tax systems, has undergone significant
changes, moving from manual record-keeping to automated and digital systems.

Research by Y. Dankiv and M. Ostapyuk indicates that in the early stages of the
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development of tax systems, tax accounting was quite primitive: records were kept
manually, and taxes were often paid in kind. The main purpose of accounting was to
record obligations to the state [13, 14, 15].

Over time, as the later scientific works of these researchers claim, with the
development of commercial activity and the complexity of state structures, there was
a need for more systematic accounting. During this period, the first standards and forms
of accounting documents began to be developed, which allowed for the standardization
of tax records. The industrialization of the late 19th and early 20th centuries
significantly influenced the development of tax accounting. The growth in the number
of enterprises and the increase in population incomes required the introduction of new
accounting methods that could take into account financial flows in various sectors of
the economy. This period was marked by the emergence of accounting and tax services
in companies, as well as the introduction of such accounting procedures as corporate
profit calculation and tax reporting [13]. According to M. Zobi and other researchers,
the mid-20th century was marked by technological advancements that facilitated the
automation of accounting processes. With the introduction of computers, tax
accounting acquired a new quality — it became more accurate and systematised. The
first electronic databases appeared, allowing for the storage and processing of large
amounts of information about taxpayers. The outlined features of the development of
tax accounting significantly increased the efficiency of tax administration, facilitating
reporting processes for both state bodies and enterprises. Since the late 20th century,
tax accounting has been undergoing active digitalisation [175]. The introduction of the
Internet, accounting software and electronic platforms has made it possible to move to
fully automated systems. Modern information technologies allow taxpayers to make
electronic declarations, submit reports online, and make payments through digital
platforms. This significantly simplifies accounting and reporting processes, reduces the
risk of errors, and facilitates monitoring of tax revenues.

V. Bodrov has examined aspects of tax regulation in the context of the digital
economy, emphasising the adaptation of national tax systems to the challenges posed

by digitalisation. The scientist notes that digital technologies contribute to increasing
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the efficiency of tax administration, simplifying procedures for taxpayers, and reducing
the risks of tax evasion. At the same time, it highlights key problems, including the
imperfection of the regulatory framework, demonstrates the integration of digital tools
into the taxation system and the low level of digital literacy of tax authorities. As a
result, the researcher proposes measures to modernize tax policy, in particular, the
introduction of e-government, automation of data processing and harmonisation of
legislation with international ones [5].

N. Synyutka has explored key aspects of digitalisation in taxation. The author
emphasises that the introduction of modern digital tools, in particular unified electronic
identification systems, is a key condition for the effective functioning of the tax system
in the digital economy. She notes the advantages of digital identification, such as
simplifying tax administration, reducing corruption risks and increasing the
transparency of fiscal transactions. At the same time, she points out the need to improve
the regulatory framework, ensure cybersecurity, and enhance public trust in digital
technologies. The researcher underscores the importance of harmonising national
approaches to digital identification [74].

Problems of tax and fee administration through digital platforms were studied
by N. Glebova. The author emphasises that the use of electronic digital signature (EDS)
contributes to the automation and simplification of document flow between taxpayers
and fiscal authorities, increasing the efficiency of tax administration. It is shown that
EDS provides the legal force of electronic documents, and also contributes to the
development of fraud risks through data protection mechanisms. At the same time, the
researcher stresses the need to improve the EDS infrastructure in Ukraine, address
regulatory challenges, and adapt systems to international standards. Ultimately, EDS
Is considered an important element of the digitalisation of the tax sphere, which
worsens its transparency and reliability [10].

The problems of corporate income taxation and VAT in the context of the
digitalisation of the economy are analyzed by O. M. Garkushenko and O. O. Kuvaldina.
The authors note that digitalisation is transforming approaches to tax administration,

creating both new opportunities for process automation and challenges related to the
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taxation of digital services and the prevention of double taxation. Among the key
problems, the researchers highlight the imperfection of the regulatory framework, the
abuse of tax schemes, and the complexity of integrating digital solutions into the tax
system. They propose a number of measures for improvement, including the
development of special digital tools for tracking tax transactions, simplifying
procedures for taxpayers, and adapting legislation to global digital trends. As a result,
it is emphasised that effective digitalisation of taxation can increase transparency,
reduce corruption risks, and promote economic growth [9].

O. Hryhoriev, N. Petryshyn, and A. Todoschuk propose methodological
recommendations for digital rating of corporate tax indicators. The authors emphasise
the need to implement digital tools for analyzing and assessing tax indicators that
contribute to increasing the transparency and efficiency of tax administration. The
study emphasises the importance of developing integrated algorithms based on big data
and automated information processing systems to form objective ratings of enterprises
by the level of tax discipline. It is shown that such approaches allow fiscal authorities
to focus attention on risk subjects, optimizing resource costs. The authors recommend
harmonising the use of digital ratings in accordance with current legislation, ensuring
data protection and increasing business confidence in new assessment mechanisms
[12].

O. Shapovalov's research, in which he analyzes the role of the digital platform
for electronic administration of value-added tax as a tool for increasing the efficiency
of the tax system, emphasises that the implementation of a digital platform contributes
to the automation of processes, minimizing human intervention and increasing the
transparency of the circulation of tax funds. He highlights the main advantages of such
a system, in particular the possibility of operational monitoring of tax transactions,
reducing the risks of VAT fraud and simplifying procedures for taxpayers. At the same
time, the researcher emphasises the need to improve legal regulation, adapt digital
platforms to modern challenges and ensure cybersecurity. In conclusion, it is noted that
the digital VAT administration platform represents a significant step forward in tax

system digitalisation, increasing its overall effectiveness [91].
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The need for digitalisation of the work of tax authorities is emphasised by
T. Medinska and N. Noginova. The authors claim that integrating digital technologies
enables the automation of administrative processes, reduces corruption risks, and
increases transparency in interactions between taxpayers and tax authorities. At the
same time, they highlight key challenges such as insufficient technical infrastructure,
low digital literacy among tax personnel, and cybersecurity threats. The researchers
stress the need for a systematic approach to digitalisation, which includes improving
the regulatory framework, developing digital service infrastructure, and implementing
modern standards [54].

V. Puhalskyi reveals in his works the main features of tax control in the context
of digitalisation of the economy, focusing on the transformation of approaches to tax
administration through the introduction of digital technologies. The author notes that
digitalisation enhances the monitoring of mechanisms, simplification of information
processing processes and increased accuracy of checking tax violations. The main tools
of effective tax control in the digital era are automated data analysis systems, electronic
document flow and platforms for exchanging information between tax relations
subjects. At the same time, there is an emphasis on addressing issues related to data
protection, enhancing legal regulations, and improving the digital competence of
personnel. In conclusion, it is emphasised that effective tax control in the digital
economy is a guarantee of transparency and fairness of the tax system [68].

In recent years, Big Data, artificial intelligence, and analytics technologies have
begun to play a significant role in tax accounting. Tax authorities use these tools to
analyze large volumes of data, identify tax evasion schemes, forecast revenues, and
increase the transparency of the tax system. Modern technologies enable automatic risk
identification, audit, and monitoring with minimal human intervention, thereby
enhancing the efficiency and transparency of accounting process. Y. Dankiv and
M. Ostapiuk in their work explore the evolution of accounting and tax accounting,
analyzing its transformation under the influence of socio-economic changes and
integration processes, in particular in the context of the development of the European

Union. The authors trace the development of accounting systems from manual record-
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keeping to modern automated systems, emphasising the key stages that led to
qualitative changes in accounting practice.

The study focuses on the impact of harmonisation of financial reporting
standards, integration of information technologies and globalisation of the economy on
the evolution of accounting science. As a result, the authors note that modern
accounting is not only a tool for recording business transactions, but also service as a
key element of information support for making management decisions in the global
economy [13-15]. The development of tax accounting in different historical periods is

illustrated in Fig. 1.4
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Fig. 1.4. Chart depicting the development of tax accounting in different
historical periods
Source: based on [13-15].



42

The development of tax accounting is crucial for the stable functioning of the
tax system, ensuring reliable financing of state expenditures and preventing tax abuse.
Thanks to the automation and digitalisation of accounting processes, it has become
possible to reduce administrative costs, facilitate the fulfillment of tax obligations for
taxpayers and increase the transparency of the tax system as a whole. Modern tax
accounting, integrated with the latest technologies, allows to increase the efficiency of
tax administration, simplify accounting and control economic flows in real time,
contributing to economic development and ensuring the state budget.

Accounting aspects of taxation are formed on the basis of different approaches
to accounting for tax liabilities and reporting, which depend on the legislative
requirements of each country. In recent decades, countries have been actively
developing tax accounting systems, adapting them to international standards and
requirements of the global economy. In Ukraine, tax accounting is regulated by the Tax
Code of Ukraine, which determines the requirements for tax accrual, calculation of tax
liabilities and reporting. Tax authorities also take into account the requirements of the
National Accounting Standards (NAS), which have certain features compared to
international standards [6]. In Ukraine, tax accounting is mandatory for the main types
of taxes, such as income tax, value added tax (VAT), personal income tax (PIT), single
social contribution (SSC), etc. Taxpayers must calculate and pay these taxes in
accordance with the established rules, as well as submit regular reports to tax
authorities [97, 98].

N. Glebova insists that digital technologies are actively used to simplify tax
accounting in Ukraine. In particular, there is an electronic system for submitting tax
returns, an online taxpayer's office, automated tools for tax accounting and tracking
transactions, which greatly facilitates tax administration and reduces the risk of errors
and abuse [10]. According to V. Kraevsky, control over transactions that can be used
to minimize taxes is of great importance. Tax authorities conduct audits to prevent the
use of tax evasion schemes, which is a relevant aspect of tax accounting [47].

D. Osipchuk notes that a significant number of countries apply international

financial reporting standards as the basis for accounting and tax accounting, which
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ensures the consistency of accounting procedures on a global scale and allows
companies operating in international markets to prepare financial statements that are
recognized by the tax authorities of different countries. In connection with
globalisation, many countries have concluded agreements on the avoidance of double
taxation, which provide for special accounting procedures for international income and
allow to reduce the tax burden for transnational companies, contributing to the
development of international trade [60].

The countries of the Organization for Economic Cooperation and Development
(OECD) and the European Union (EU), as S. Brik argues, are introducing control
mechanisms to prevent aggressive tax planning. In such countries, recommendations
have been developed on transparent accounting and reporting for transnational
corporations, in particular, Country-by-Country Reporting, which ensures the
accounting of all transactions in the countries where activities are conducted [7]. In
most developed countries, there are automated systems for accounting and reporting
using large amounts of data (Big Data), which facilitates control over tax payments and
allows more effectively to detect violations, track transactions and prevent tax evasion
[142]. In many European countries, accounting systems for environmental taxes, such
as carbon taxes, environmental pollution, have been developed. These systems are
governed by specific standards, enabling countries to monitor the fulfillment of
environmental obligations and support sustainable development.

Taxation is an important factor in achieving 10 of the 17 SDGs. The relationship
between taxes and the SDGs covers four key areas:

1) taxes generate funds that finance government activities in support of the
SDGs;

2) taxation affects equity and economic growth;

3) taxes influence people’s behavior and choices, with consequences for health,
gender equality, and the environment;

4) fair and equitable taxation promotes taxpayers’ trust in government and

strengthens the social contracts that underpin development [160].
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It is worth noting that within the framework of the UN Agenda for Humanity for
the period up to 2030, the Global Sustainable Development Goals (hereinafter referred
to as the SDGs) cover a wide range of areas aimed at creating a more sustainable, just
and environmentally safe world. These goals include reducing poverty, ensuring
quality education, protecting the environment, ensuring access to clean energy,
promoting economic growth, reducing inequality, supporting innovation, etc. The tax
system plays an important role in achieving these goals, since it is through tax revenues
that governments can finance projects and programs aimed at improving the quality of
life, protecting ecosystems, developing infrastructure and supporting social
programmes.

Thus, effective management and reform of tax systems are extremely important
for achieving global sustainable development goals. Ukraine, like most countries in the
world, is guided by international experience and is gradually adapting national tax
accounting to global standards, however, accounting procedures in Ukraine have
certain peculiarities due to the specifications of national legislation. For transnational
companies, the standardization of tax accounting to an international scale is an
important advantage, which ensures consistency and transparency of financial
reporting. Ukraine still has to continue the processes of adapting accounting standards,
which will contribute to improving the investment climate, increasing the transparency
of the tax system and integration into the global economy.

It is established that the evolutionary development of tax systems and tax
accounting is a complex and multifaceted process that reflects changes in the
economic, social and political conditions underpinning the functioning of states over
an extended historical period. It is proven that tax systems have undergone numerous
stages of transformation, from simple fees in ancient societies to complex mechanisms
of modern taxation that take into account the needs of economic growth, social justice
and environmental sustainability. It is argued that the evolution of tax systems and tax
accounting is a continuous process aimed at improving state regulation mechanisms
and increasing the efficiency of fiscal policy, which contributes to achieving

sustainable development goals both at the national and global levels. It is substantiated
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that the evolution of tax systems and tax accounting has a significant impact on
economic development, social stability and competitiveness of countries on a global
scale. It is proven that modern tax systems, due to their progressiveness and
adaptability, contribute to achieving economic sustainability, fair distribution of
resources and stimulating innovation. Harmonised international accounting and
taxation standards make it easier to do business globally, promoting economic

integration and attracting investment.

1.3. Institutional and legal framework for the functioning of tax systems in

EU countries

Tax systems play a key role in ensuring economic stability, financing public
spending and maintaining social stability in the state. The tax system of any country is
a set of taxes and fees that are directed to the state budget. However, the effectiveness
of tax systems is often criticized because of their ability to distort economic decisions
and influence the allocation of resources. Enhancement of tax systems aims to
minimize their negative impact on economic development and ensure a fair distribution
of the tax burden, which is a burning problem of modern economic policy in EU
countries.

The peculiarity of the tax system of the EU country derives from the need, on
the one hand, to ensure sufficient revenues to replenish the national budget of each
member state of the European Union, and on the other hand, to avoid imbalances in the
levels of tax revenues between individual EU members. In addition, each member state
must take into account the specifics of its economy and social needs when developing
tax policy, which adds complexity to the process of harmonising tax systems within
the Union. Adhering to common European principles, each country builds tax policy
based on its own priorities and interests [64, 65].

Research by M. Voloshchuk et al. suggests that there is no single tax system in

the EU member states, but there are attempts to harmonise tax policy on indirect taxes
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and approximate legislation on direct taxes. In the context of EU tax policy, two kye
areas of development are identified: promotion of tax competition, which includes the
use of low effective tax rates and the establishment of favorable tax conditions to attract
investment and business activity; and harmonisation of tax systems [64, 65]. However,
full harmonisation is not always beneficial for EU member states. As J. Arnold points
out, in EU countries the role of national banks is limited, so taxes remain the only
instrument of influence on the economy. Some EU countries with traditionally high tax
rates could lose a significant part of their budget revenues as a result of harmonisation,
which would lead to a decrease in budget expenditures [102].

In contrast, R. Teezer contends that tax competition leads to lower tax rates and
fosters economic liberalization. However, reducing rates does not always lead to a
decrease in tax revenues and may, on the contrary, increase budget revenues. At the
same time, tax competition does not ensure an efficient allocation of resources if the
market does not work properly, since taxpayers will look for a country with favorable
tax conditions to receive public services [164]. In this context, the institutional
framework of taxation plays an important role, which determines the rules, principles
and mechanisms that ensure the effective functioning of tax systems and their
adaptation to the economic conditions of the country.

In scientific economic sources there are no univocal views on the interpretation
of the concept of "institution", since it is multifaceted and covers various aspects of
socio-economic relations, in particular legal, political and cultural. Different
researchers and scientific schools offer their own approaches to determining the
content of this definition, which leads to a variety of interpretations and definitions
(Table 1.2). Thus, the analysis of the works of domestic and foreign scholars gives
grounds to assert that the institutional framework of taxation should be understood as
a set of norms, principles, rules, as well as the activities of relevant bodies that
determine, regulate and ensure the functioning of the tax system in the country. They
include legislative and administrative mechanisms aimed at ensuring a fair, effective

and transparent taxation process.
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Table 1.2

Interpretation of the concept of "institution™ in the context

of the formation and functioning of tax systems

Author

Definition

J. Hodgson [141]

Institutions, along with the standard restrictions described by economic
theory, shape the opportunities that members of society have.
Organizations are created in order to use these opportunities.

V. Zvonar [33]

The institution is the basic regulator of social behavior, secondly, the
institutional structure as a set of norms that operate in society and direct
its development, thirdly, the institutional environment as a main spiritual
position or idea of the way of life in society.

O. Kyrylenko [37]

Institutions encompass formal and informal norms that regulate relations
between economic entities and establish the necessary organizational
structures to achieve specific objectives.

V. Khymynets [87]

Institutional support is a purposeful systematic influence of state
authorities aimed at ensuring high social, economic and environmental
standards of existence of the population.

R. Shchava [93]

The institutional foundations of effective fiscal policy are associated with
stimulating economic growth of the world economy as a whole and the
national economy in particular, taking into account the globalisation of
the world economy.

G. Ivanova [34]

Institutional and legal foundations are an important factor in the
intellectualization of legal processes.

L. Zhukova [31]

The institutional field assumes the presence of certain economic
institutions that determine the rules of the game in the market and ensure
their observance, play an important role in shaping economic policy,
creating conditions for economic growth and ensuring the stability of the
economic system.

L. Kolesnik [41]

The institutional process in taxation is aimed at regulating tax relations. It
can be part of the financial process as an independent institute regulating
tax and procedural relations.

I. Sazonets [73]

The institutional foundations of taxation should be understood as a set of
norms, principles, and rules regulating tax relations.

Source: constructed by the author.

The institutional framework of taxation includes several key components, each

of which plays an important role in ensuring the efficiency, fairness and transparency

of the tax system. The legislative framework includes laws and regulatory legal acts

that regulate tax rates, benefits, taxpayer obligations and the powers of tax authorities.

Legal norms create the basis for tax administration, which in turn is conducted by tax

authorities responsible for collecting taxes, administering tax obligations, conducting

tax audits and ensuring compliance with tax legislation. At the same time, tax
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principles such as fairness, efficiency, transparency, and accountability determine how
taxes should be collected and used.

In addition, other components of the institutional framework for taxation are
control and accountability mechanisms that ensure compliance with tax legislation by
all participants in tax relations. An effective monitoring system promptly detects
violations, minimizes the risks of tax evasion, and creates conditions for timely
adjustments to tax policy. No less important is the introduction of digital technologies
into tax administration, which contributes to the automation of processes, simplifies
interaction between taxpayers and tax authorities, and increases the transparency of
financial transactions. All this works within a clearly defined institutional framework
that must be flexible to adapt to changes in the economy, while stable to provide trust
and predictability for taxpayers. Thus, the institutional framework for taxation is a key
element in forming a tax culture, supporting economic stability, and ensuring

sustainable development (Figure 1.5).

Institutional framework of the functioning of the tax
system

Purpose

Ensuring a fair, efficient and transparent taxation process

i i

> Legal framework > Transparency of information < Coordination and Interaction -
] Laws and regulations - . ] Tax authorities >

Joint decision-making
] Taxation principles Judicial authorities >
| International agreements Civil society
| International standards Business and associations =
L Protection of taxpayers' rights

A A

Performance indicators Feedback

Control and Evaluation

Fig. 1.5. Institutional basis of the functioning of the tax system

Source: own research.
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International agreements and standards play an important role in regulating
interaction between countries on taxation, including avoidance of double taxation,
exchange of information and cooperation in the tax field, and contribute to the
harmonisation of tax policy at the international level. T. Kostiuk notes that they provide
a legal framework for cooperation between countries in the field of taxation, which is
important for avoiding tax abuse, double taxation and promoting transparency in global
financial transactions [45]. The main aspects covered by international agreements in
the context of taxation include:

- double taxation agreements, which define the principles by which profits and
income earned in one country should not be taxed twice in another country, regulate
the allocation of taxing rights between countries and establish mechanisms for
resolving tax disputes;

- exchange of tax information between tax authorities of different countries
facilitates the detection and prevention of tax abuses, while also enhancing
transparency of financial transactions;

- automatic exchange of information between countries, which allows them to
obtain data on the income and assets of their citizens abroad without the need for
information requests;

- international tax cooperation, within the framework of which, organizations
such as the Organization for Economic Cooperation and Development (OECD), work
on the development of international standards and recommendations for tax policies
that promote fair and effective taxation at the global level,

- combating tax evasion includes measures to prevent the transfer of profits to
low-tax jurisdictions [66].

International agreements provide a reliable institutional framework for the
functioning of tax systems, promote economic cooperation, increase transparency and
fairness in the global context, and strengthen trust in tax authorities.

The judicial system is an important component of the institutional framework

for taxation, since, as T. Koshchiuk argues, it ensures the resolution of disputes
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between taxpayers and tax authorities, compliance with the law and protection of
taxpayers' rights. In addition, the judicial system contributes to the creation of a stable
and predictable tax environment, which is important for attracting investment and
developing entrepreneurship. It also plays a key role in ensuring respect for human
rights and the rule of law, which strengthens citizens' trust in the tax system and state
institutions in general. An effective and independent judicial system is the basis for fair
and transparent taxation, which contributes to economic growth and social
development [46].

In all EU member states, as evidenced by the research of M. VVoloshchuk et al.,
tax authorities are responsible for overseeing the accuracy, completeness and
timeliness of tax payments. Tax authorities around the world may have different
names: tax administration, tax service, tax inspection, tax council, etc. Regardless of
the name, their main task is to ensure compliance with tax legislation, carry out tax
audits, collect tax payments and provide consulting services to taxpayers. They are also
responsible for conducting investigations of tax crimes, combating tax abuse and tax
evasion. In the process of their activities, they may interact with other national and
international organizations to ensure effective tax control [64].

In many countries, tax authorities use modern technologies and analytical tools
to improve the efficiency of their work and ensure the transparency of the taxation
process. Thus, tax authorities play a key role in the functioning of tax systems and
ensuring the financial stability of states [64, 65]. N. Baliuk's research suggests that a
new European System of Financial Supervision (hereinafter - ESFS) has been formed
in the EU, the key institutions of which at the European level are the European
Systemic Risk Board (hereinafter - ESRB) and sectoral bodies created at the proposal
of the European Commission [2].

Civil society, business and various associations participate in the discussion and
development of tax policy in the EU Member States, protect the interests of taxpayers
and promote transparency and accountability of the tax system. Their interaction with
other institutions ensures the coherence and effectiveness of the tax system, which

contributes to economic development and social stability in the EU. The active
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participation of civil society, business and associations in the processes of formulating
and refining tax policy facilitates the consideration of different viewpoints, ultimately
leading to more balanced and equitable decisions.

Through partnership with the government, N. Baliuk’s research suggests that
these organizations can help adapt the legislative framework to the real needs of
business and the population, thereby ensuring the efficiency of tax administration. This
approach, according to the researcher, helps strengthen trust in state institutions, which
is a key factor for stable economic growth and attracting investment. In addition,
involving civil society in discussing tax issues increases the level of tax culture among
the population, which in turn contributes to a more conscious and responsible attitude
towards paying taxes. This relationship and cooperation are important elements for
creating a sustainable and transparent tax system that meets the needs of modern
society [2].

Transparency of information, or transparency, is one of the key components of
the effective functioning of the tax system. A transparent tax system helps increase
citizens’ trust in state institutions, ensures fair taxation, and reduces opportunities for
tax abuse. A schematic representation of the process of ensuring information
transparency in the functioning of the tax system is illustrated in Fig. 1.6.

Control and assessment of the efficiency of the tax system functioning, along
with the feedback from stakeholders in tax relations, are essential factors of its
operation. Oversight over the correctness of the determination, completeness and
timeliness of tax payment is conducted by tax authorities, which conduct tax
inspections, audits and reviews. According to E. Dulyba, enables the identification of
violations, the prevention of tax abuse and the assurance of fair tax, thus ensuring equal
conditions for all taxpayers [28].

Assessment of the efficiency of the tax system enables to analyze its work and
identify strengths and weaknesses, which includes an analysis of tax revenues, the level
of compliance with tax legislation as well as the efficiency of tax collection and
administration. G. Didkivska argues that such an assessment allows the government to

make informed decisions regarding tax policy and reforms [26]. Feedback from
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taxpayers, civil society and business associations is important for improving the tax
system. According to V. Ishchenko, it facilitates identification of problems and
shortcomings in taxation, as well as a receipt of proposals for improvement. It should
be noted that, feedback from stakeholders helps to increase the transparency, fairness
and efficiency of the tax system [35]. Thus, effective management of the tax system
requires constant monitoring, regular assessment of efficiency indicators and active use

of feedback from all stakeholders.

Individuals and legal Tax authorities should
entities should have be open in their
access to complete activities, provide
information on tax reports on their work,
rates, rules, obligations results of inspections,
and benefits. etc..

Access to
information for Transparency of

taxpayers tax authorities

International

information Public control
exchange
Involving civil society
Enables to detect and and business in tax
prevent tax abuse, as policy discussions
well as ensures fair contributes to the
approaches to taxation. transparency of the tax

system.

Fig. 1.6. Ensuring transparency of information in the functioning of the

tax system

Source: own research.

The legislative framework, as N. Lesko notes, creates a legal basis for the
functioning of the entire tax system, ensures predictability and stability of taxation
processes, as well as protection of the rights and interests of both the state and taxpayers
[52]. Regarding the functioning of the EU tax system, particularly in the areas of tax
administration and cooperation between tax authorities, it is important to consider
Regulation (EU) 2021/847103, which establishes the Fiscalis programme for
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cooperation in the field of taxation. This Regulation notes that the previous regulation,
which launched the Fiscalis 2020 programme, contributed to strengthening cooperation
between tax authorities within the European Union. The Fiscalis programme has been
updated for the period 2021-2027, with a budget of € 269 million. It is aimed at
assisting Member States in developing and managing key trans-European tax systems
and information technologies in this area, combating tax fraud, tax evasion, and
improving the tax collection system [138].

The European Commission is the body responsible for implementing the
programme. It is assisted by the Fiscalis Programme Committee, which consists of
representatives from each EU country. The key objectives of the Fiscalis programme
for the period 2021-2027 are focused on:

— supporting the work of tax authorities. The programme ensures the
development and support of modern technologies and tools that help tax authorities
perform their functions more effectively. This includes the implementation of the latest
IT solutions, the automation of processes and the improvement of tax data processing
quality;

— promoting the competitiveness of the EU and fair competition in the EU. The
effective functioning and unification of tax systems ensure the creation of equal
conditions for businesses in all EU Member States, thereby enhancing the
competitiveness of enterprises;

— enhancing tax collection mechanisms. The use of modern technologies and
analytical tools enhances the efficiency of tax collection, reduce the level of tax evasion
and ensure proper implementation of tax legislation;

— protecting EU Member States from tax fraud. The programme includes the
development and implementation of measures aimed at combating tax crimes,
including cooperation between tax authorities to exchange information and experience;

— preventing tax evasion. Thanks to the automatic exchange of information
between tax authorities of Member States, tax evasion schemes are detected and

prevented;
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— developing tax policy and implementing EU legislation on taxation. The
programme contributes to the harmonisation of tax systems of Member States, which
ensures uniform taxation standards and reduces the possibility of tax avoidance;

— promoting cooperation between tax authorities, including the exchange of tax
information and the development of European electronic systems. The programme
supports the creation and development of integrated IT systems that ensure the efficient
exchange of information and enhance cooperation between tax authorities [138].

It is important to note that the Fiscalis programme is primarily intended for EU
countries, but is also open to other countries, including candidate and potential
candidates countries, in accordance with the general principles and general conditions
for the participation of these countries in EU programmes; European Neighbourhood
Policy countries, based on the general principles and general conditions; and other
countries, as outlined in a specific agreement governing the participation of a third-
country in any EU programme [138].

Under the Fiscalis programme, the European Commission develops and supports
interoperable and cost-effective IT solutions to assist tax authorities in the combating
tax evasion, contributing to the EU’s competitiveness by stimulating innovation and
fostering the creation of new economic models. To this end, tax expert groups from
different EU Member States are being formed to collaborate on operational issues,
develop e-learning courses on topics of common interest to tax administrations,
facilitate IT cooperation and promote the development of human resources to improve
administrative efficiency [138].

The legal framework for functioning of the tax systems in the EU countries is
based on various principles and norms that govern cooperation between Member States
in the field of taxation, as outlined in the relevant EU regulations. A key document in
the field of EU taxation is Decision 1482/2007/EC, which established a Community
programme, aimed at improving the functioning of taxation systems in the internal
market. According to the provisions of this decision, the EU internal market should be
subject to effective, uniform and efficient application of Community legislation, which

Is important for the operation of the tax systems of the EU countries — particularly for
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the protection of national financial interests by combating tax evasion and reducing the
burden on administrations and taxpayers [124].

Regulation (EU) 2021/847, which establishes the Fiscalis programme for
cooperation in the field of taxation and repeals Regulation (EU) No 1286/2013,
provides EU Member States with the conditions for developing cooperation in the field
of taxation on a bilateral or multilateral basis [155]. This regulation has been
implemented in the national legislation of all EU Member States. The Multiannual
Work Programme 2021-2027 describes the measures that will be implemented to meet
the tax needs of EU Member States while supporting tax policy objectives at EU
level [151].

The second Fiscalis work programme for cooperation in the field of taxation,
adopted under Regulation (EU) 2021/847, covers the implementation period 2024 to
2025. It aims to assist tax authorities in enhancing the functioning of the internal
market, promoting the competitiveness of the Union and fair competition in the EU,
protecting the financial and economic interests of the Union and its Member States,
safeguarding those interests against tax fraud, tax evasion and tax avoidance, and to
improve tax collection [101]. Annex C (2022) 9289, on the 2021-2023 work
programme for the Fiscalis programme, outlines the mechanisms for providing
financial support to the tax authorities of the EU Member States to enhance
administrative and IT cooperation. This support contributes to the improving data
analysis tools and other solutions to enhance the use of tax information [100].

It is important to note that, in the field of taxation, Regulation (EU) 1286/2013,
which established an action programme to improve the operation of taxation systems
in the EU ('Fiscalis 2020"), was in force during the programming period 2014-2020.
This regulation significantly contributed to enhanced cooperation between tax
authorities within the European Union through the development of European
information systems, joint actions for tax authorities, and training initiatives that
supported the implementation of the Europe 2020 strategy. Smart, sustainable and
inclusive growth by strengthening the operation of the internal market, creating a basis

for supporting economic activity, by facilitating the administrative capacity of tax
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authorities, technical progress and innovation - became the key results of such
cooperation. By establishing a foundation for activities aimed at improving the
efficiency of tax authorities, strengthening the competitiveness of businesses,
promoting employment and protecting the financial and economic interests of the
Union's Member States and taxpayers, Fiscalis 2020 reinforced the EU's internal
taxation system [156].

For the period 2014-2020, the Fiscalis programme had a budget of €223.2
million. The programme supported cooperation between Member States' tax
administrations in the combat against tax fraud and tax evasion by establishing better
and more connected IT systems, including the development and maintenance of
interoperable and cost-effective IT solutions to support tax authorities in enforcing EU
law; the exchange of best practices and training to enhance efficiency and prevent
unnecessary administrative burdens for citizens and businesses in cross-border
transactions; the development of joint actions in risk management and audit; and the
enhancement of the EU's competitiveness, stimulating innovation and facilitating the
introduction of new economic models [138].

Thus, the Fiscalis programme is an essential tool for enhancing the functioning
of the tax systems of the EU countries, promoting cooperation between tax authorities
and increasing the efficiency of their work. Thanks to the Fiscalis programme, the EU
strengthens its tax system, ensuring economic growth, innovation and protection of the
financial interests of the European Union and its Member States. It facilitates tax
administration and strengthens cooperation between tax authorities of the EU
countries. The implementation of programme ensures effective combat against tax
fraud, tax evasion and tax avoidance. The programme also promotes innovative
development, enhances the quality of tax data processing and increasing administrative
efficiency. It is important to note that the Fiscalis programme opens up new
opportunities for the integration of tax systems and harmonisation of legislation, which
in turn contributes to the competitiveness of the EU and enhancing the quality of life

of its citizens.
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The study has shown that tax systems in the European Union countries are of
key importance for financing public spending, maintaining social stability and
economic development. Although based on common European principles, the tax
system of each member state is shaped by national priorities and economic conditions.
It has been established that the harmonisation of tax systems within the EU aims to
converge tax legislation, particularly in the field of indirect taxes, to prevent tax
imbalances. However, the complete unification of the system faces resistance, since
some countries with higher spending may lose part of their budget revenues.

It is argued that the institutional framework for taxation ensures the effective
functioning of the tax system through several mechanisms: the legislative framework,
legal norms, principles of fairness, transparency, and accountability. International
agreements on the elimination of double taxation and the exchange of information
strengthen tax responsibility between countries, increasing transparency in global
financial transactions. The Fiscalis programme plays a crucial role in fostering
cooperation between tax authorities of the EU Member States. Regulation (EU)
2021/847103 became a key document that updated the previous regulation and
proposed new mechanisms to enhance tax administration and cooperation between tax
authorities. The Fiscalis 2021-2027 programme with a budget of EUR 269 million and
is aimed at assisting Member States in the development and management of trans-
European tax systems and information technologies. Thus, it is argued that the
effectiveness of the functioning of tax systems in EU countries depends on the
harmonisation of legislation, international cooperation, effective tax administration,
and a reliable judicial system, which ensures the financial stability of states and

promotes economic growth and social development.

Conclusions to Chapter 1

1. The synthesis of scientific literature has revealed that an effective tax system

Is a crucial component of a country's economic stability and development, as it ensures

budget revenue, promotes social justice, and promotes economic growth. The
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establishment of such a system requires a balanced approach, considering both national
characteristics and international experience. The tax system must be adaptable to
changes in the economy and society, as well as capable of responding promptly to
economic crises or other unforeseen circumstances. Simple and clear tax procedures
reduce the likelihood of errors and facilitate the tax collection process for both
taxpayers and tax authorities. Adherence to taxation principles such as universality,
fairness, predictability, and ease of payment supports the achievement of tax policy
objectives, including ensuring stable budget revenues, income redistribution,
stimulation of economic growth, control over inflation, and the promotion of
environmental initiatives.

2. It has been established that the evolution of tax systems and tax accounting is
a complex and multifaceted process that reflects changes in the economic, social, and
political conditions of states over an extended historical period. It is evident that tax
systems have undergone numerous stages of transformation, evolving from simple fees
in ancient societies to the intricate mechanisms of modern taxation that address the
needs of economic growth, social justice, and environmental sustainability. It is argued
that the evolution of tax systems and tax accounting is a continuous process aimed at
enhancing state regulation mechanisms and improving the efficiency of fiscal policy,
thereby contributing to the achievement of sustainable development goals at both the
national and global levels. The evolution of tax systems and tax accounting is shown
to have a significant impact on economic development, social stability, and the global
competitiveness of countries. Modern tax systems, through their progressiveness and
adaptability, have demonstrated enhancement of economic sustainability, equitable
resource allocation, and innovation. Harmonised international accounting and taxation
standards facilitate global business, promote economic integration, and attract
investment.

3. The study has shown that the tax systems of European Union countries are
crucial for financing public expenditure, maintaining social stability, and promoting
economic development. While the tax systems of each Member State are based on

common European principles, they are developed with consideration of national
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priorities and economic conditions. The harmonisation of tax systems within the EU
aims to align tax legislation, particularly in the area of indirect taxes, thereby
preventing tax imbalances. However, complete unification may encounter resistance,
as countries with high levels of public spending could face a reduction in their budget
revenues.

4. It is argued that the institutional framework for taxation ensures the effective
functioning of tax systems through various mechanisms, including the legislative
framework, legal norms, and the principles of fairness, transparency, and
accountability. International agreements on the avoidance of double taxation and the
exchange of information enhance tax responsibility between countries and increase
transparency in global financial transactions. It has been established that the Fiscalis
programme plays a critical role in fostering cooperation among the tax authorities of
EU Member States. Regulation (EU) 2021/847, a key document that updated the
previous regulation, introduces new mechanisms to improve tax administration and
enhance cooperation between tax authorities. The effectiveness of tax systems in EU
countries is largely dependent on the harmonisation of legislation, international
cooperation, efficient tax administration, and a reliable judicial system — factors that

ensure financial stability, economic growth, and social development.
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CHAPTER 2
CURRENT STATE AND STRATEGIC PRIORITIES FOR THE
DEVELOPMENT OF TAX SYSTEMS AND TAX
ACCOUNTING IN THE EU COUNTRIES

2.1. Analysis of the state of tax systems and tax accounting of individual EU

countries

The current state of the tax systems of individual EU countries is a subject of
special attention, as it plays a crucial role in ensuring economic stability, social justice
and environmental sustainability of the Commonwealth of States. Each EU country has
its own unique features and challenges that affect the tax system structure and
efficiency. An analysis of the state of the individual EU countries’ tax systems will
enable to understand the ways new reforms are implemented to improve the tax
systems and respond to new economic and social challenges.

European tax systems are trying to balance budget requirements after the
pandemic and energy crisis, as well as to meet the challenges of an ageing population,
digitalisation and climate change. Significant attention is being paid to reducing
aggressive tax planning and ensuring compliance with tax laws. Environmental taxes
and measures to reduce tax exemptions, especially for large corporations, are becoming
increasingly important alongside traditional labour and consumption taxes. All these
initiatives are aimed at creating simple, transparent and stable tax systems that promote
innovation, productivity and economic growth in an environment of heightened
geopolitical tensions. According to the latest taxation report for 2024, the average tax
burden in EU countries constitutes 40.2% of GDP. The highest level of tax revenues is
recorded in France (46.2% of GDP), while Ireland has the lowest level (20.9% of GDP)
[152].

The size of the corporate income tax rate in the EU countries varies considerably,
which affects the decision of enterprises to locate their facilities. VAT rates differ as

well, and there exist differences in the taxation of personal income (Table 2.1).
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Table 2.1

Rate of key budget-forming taxes in 10 EU countries, %

Country

VAT

Income tax

Personal income tax (total annual income)

Denmark

25

22

up to DKK 549,900 — 8 %,
DKK 549,901 - DKK 849,000 — 22%,
over DKK 849,000 — 52.06%

France

20

28
maximum
rate

up to EUR 10,777 — 0%,
EUR 10,777 - EUR 27,478 — 11%,
EUR 27,478 - EUR 78,570 — 30%,
EUR 78,570 - EUR 168,994 — 41%,

over EUR 168,994 —45%

Austria

20

24

up to EUR 11,000 — 0%,
EUR 11,001 - EUR 18,000 — 20%,
EUR 18,001 - EUR 31,000 — 32.5%,
EUR 31,001 - EUR 60,000 — 42%,
EUR 60,001 - EUR 90,000 — 48%,
EUR 90,001 - EUR 1,000,000 — 50%,
over EUR 1,000,000 — 55%

Spain

21

25

up to EUR 12,450 — 9.5%,
EUR 12,450 - EUR 20,200 — 12%,
EUR 20,200 - EUR 35,200 — 15%,
EUR 25,200 - EUR 60,000 — 18.5%,
EUR 60,000 - EUR 300,000 — 22.5%
over EUR 30,000 — 24.5% (24% for non-
residents)

Belgium

21

25

up to EUR 15,200 — 25%,
EUR 15,200.01 - EUR 26,830 — 40%,
EUR 26,830.01 - EUR 46,440 — 45%,
over EUR 46,440.01 — 50%

The Netherlands

21

25,8

up to EUR 37,149 — 9.28%,
EUR 37,149 - EUR 73,031-36.93%,
over EUR 73,031 —49.5%

Greece

24

22

up to EUR 10,000 — 9%,
EUR 10,001 - EUR 30,000 —22%,
over EUR 30,000 — 28%

Poland

23

19

up to EUR 26,146.6391— 12%,
over EUR 26,146.6391-35%

Slovakia

20

21

19

10

Estonia

20

20

20

Source: based on [162].

Denmark is known for its strict taxation system, which, due to its high tax rates,

allows financing social infrastructure and providing quality public services in spheres

of healthcare and education. The main elements of the tax system include personal

income tax, corporate tax and a number of indirect taxes. The personal income tax

system is progressive, meaning that the higher the income, the higher the tax rate is.



62

The maximum personal income tax rate is 52.06% in 2024, together with the additional
pension tax (AM tax) it reaches 55.89%. %. Taxes are levied on the following types of
income: salaries, pensions, profit of self-employed individuals, as well as dividends
and interest from securities ownership. The system has many opportunities for
discounts and deductions, helping to reduce the overall tax burden. The corporate tax
in Denmark is set at 22%, which is lower compared to many other EU countries.
Denmark also avoids double taxation for companies with overseas branches, which
makes the country attractive for business [143].

Indirect taxes account for a significant portion of the country’s revenues, with
revenues coming from the 25% value added tax (VAT), excise and customs duties. In
Denmark, VAT is included in the price of almost all goods and is also levied on services,
such as bicycle or car repairs, hairdressing, etc. Goods subject to excise duty include
wine and beer, batteries, chocolate, sweets and soft drinks. Another relevant issue for
Denmark is the so-called “Green” taxes, which are levied for the use of society’s
resources. The more resources you use, the more green taxes you will have to pay. The
idea is to make citizens limit their consumption and thus preserve natural resources.
For instance, green taxes are levied on petrol, oil, electricity, water and wastes. If the
price of petrol increases, people will drive less, and it will limit the environmental
impact. Lower green taxes are imposed on environmentally friendly cars, which are
less polluting and more fuel efficient.

Taxes in Denmark are administered through automatic withholding from
employees’ salaries by employers. Foreigners are required to obtain a tax card to work
in the country, otherwise the maximum tax rate will be deducted. Although tax rates in
Denmark are among the highest in the world, this is offset by access to quality public

services and a high level of social security [143].
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Fig. 2.1. Dynamics of revenues from levying taxes on production

and imports to the Danish budget, EUR million
Source: based on [136].

Tax revenues from production and imports in Denmark increased from
EUR 23,050.4 million in 1995 to EUR 52,062.6 million in 2023, which ensures the
country’s stable economic growth (Fig. 2.1). The maximum revenue indices of
EUR 54,383.2 million were reached in 2022, that indicates to effective tax
administration, positive changes in the country’s tax legislation and increased
economic activity of producers. The average revenue of EUR 39,183.414 million and
the high coefficient of determination (0.9155) prove the long-term predictability and
stability of the Danish tax system, although the standard deviation (EUR 8,681.065
million) indicates the variability of tax revenues over the period under study. Overall,
Denmark demonstrates the ability to adapt its tax policy to economic challenges,
ensuring sustainable development, financial stability and support for social initiatives.

The Austrian tax system is characterised by progressive personal income tax rates
that vary from 20% to 55% depending on the amount of income, a significant role of
social contributions and a variety of additional taxes. Social insurance contributions

are mandatory for both employees and employers. They include pension insurance (up
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to 22.8% for employees), sickness insurance (around 7.65%) and unemployment
insurance (6%). Employees also pay contributions to the Chamber of Labour (0.5% of
gross income) and housing contributions (1%). Corporate tax is levied on company
profits, with a minimum level depending on the company type. For instance, a
corporate tax for a GmbH (equivalent to LLC) equals to EUR 1,750 per year. The
standard rate of value added tax (VAT) is 20%, with reduced rates of 13% and 10%
applicable to certain goods and services, such as food, medical goods and tourism
services. Real estate sales tax has a standard rate of 3.5% on the value of real estate,
but for sales between relatives the rate is 2%. The inheritance and gift tax has been
abolished, but there is a property transfer tax in case of its sale [105].
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Fig. 2.2. Dynamics of revenues to the Austrian budget from levying taxes on

production and import, EUR million
Source: based on [136].

Analysing the indices of Austria’s budget revenues from production and import
taxes for the period from 1995 to 2023, several important conclusions can be drawn
(Figure 2.2). Due to the country’s economic growth, increased tax collection efficiency,
as well as positive changes in tax legislation the revenues increased from EUR 26,897.6
million in 1995 to EUR 65,393.8 million in 2023. The average value of tax revenues
for the period analysed is EUR 42,619.541 million. The figures indicate to the gradual

increase in revenues, and the average level of tax revenues was quite high. The standard
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deviation of EUR 10,687.336 million indicates some fluctuations in annual revenues,
which may be due to economic cycles, changes in tax policy or other external factors.

The French taxation system is characterised by mandatory tax obligations, and
social orientation, benefits and a clear system of discounts simultaneously. All taxes in
France are divided into 3 groups:

- income taxes (including income tax paid by individuals, corporate income tax,
and luxury tax);

- expenditure taxes (VAT and excise duties);

- local taxes (tax on land without buildings, tax on land with buildings, estate tax
[123].

According to the French Law on Finance, France has a progressive personal
income tax rate. In particular, if the total annual taxable income of an individual is up
to EUR 10,084, then a 0% tax rate is applied, in the range from EUR 10,084 to EUR
25,710 - 11% respectively, from EUR 25,710 to EUR 73,516 - 30%, from EUR 73,516
to EUR 158,122 - 41%, from EUR 158,122 - 45%. The income tax rate for non-resident
individuals in France is 0% in case the total annual income does not exceed EUR
15,018, 12% (8% for overseas departments) in case the total annual income is between
EUR 15,018 and EUR 43,563, and 20% (14.4% for overseas departments) if it is over
EUR 43,563 [99].

The amount of tax on the acquisition and registration of real estate depends on the
type of property: for real estate objects older than 5 years, it is about 8%, and for
properties less than 5 years old, it is about 4% of the value. New buildings are exempt
from tax for 2 years. This category also includes rebuilt premises intended for
residential or commercial use. Real estate tax is levied on the owner or lessee of real
estate, and the amount of payment depends on the rental cadastral value of the property.
The estate tax depends on the amount of the taxpayer’s income (this tax is paid by both
owners and tenants) and the value of the property. Commercial property owners are
exempt from estate tax in France. The property tax is payable in case the capital in
France (real estate and bank funds) exceeds EUR 700,000. The tax rate is 0.55-1.80%
of the property value and is paid annually. Capital gains tax on the resale of property
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in France is levied on the difference in value. If the sale takes place in the first year
after the purchase, the tax rate is about 33 %, and it decreases every year [99].

Taxes for legal entities in France primarily consist of corporate income tax, which
is based on profits. The Law of France on Finance (2024) implements Council
Directive (EU) 2022/2523 of 14 December 2022 to ensure a minimum level of taxation
(15%) for multinational companies and large internal groups of companies within the
EU with a consolidated turnover of EUR 750 million or more in at least two of the four
preceding financial years. The GloBE Information Return (GIR) must be filed within
15 months after the end of the financial year. Late submission of the GIR or failure to
submit it will result in a fine of EUR 100,000 [114].

Indirect taxes to the French budget have a significant impact on the state economic
stability and financial capacity. They include general sales taxes, such as VAT, as well
as excise taxes on certain goods, such as fuel, alcohol and tobacco. With these revenues,
the government can finance social programmes, infrastructure projects and other
important initiatives that contribute to the general welfare of the population.

During 1995-2023, sales tax revenues to the French budget showed significant
fluctuations from a decrease in revenues in 1996 (EUR 168,4 million) to a gradual
increase in subsequent years (Figure 2.3).
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Fig. 2.3. Dynamics of sales tax revenues to the French budget, EUR million

Source: based on [136].
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Since 2005, there has been a steady increase in sales tax revenues to the French
budget, although fluctuations are still significant. For example, in 2007, revenues
decreased to EUR 432 million, but in 2008 they increased to EUR 567,4 million. A
significant increase in tax revenues is observed in 2019 (EUR 982 million) and
continues until 2020 (EUR 1,144 million), which may be due to the impact of the
COVID-19 pandemic and economic support measures that have increased tax
revenues. Recent years have shown a steady and considerable growth in this type of
revenue, indicating to the improvement of economic situation and the effectiveness of
tax policy.

France’s Law on Finance (2024) provides for a tax credit to stimulate investment
in the industry green sector. The new tax credit is only available to industrial and
commercial companies that meet certain criteria. For example, in order to meet the
requirements, a company must commit to making the relevant investments in France
for at least 5 years and not to relocate its activities outside France for at least 5 years.
Depending on the location of the investments, the tax credit rate will range from 20 %
to 40 % of the investment. These rates are increased by 10 percentage points (i.e. from
30% to 50%) for investments made by medium-sized enterprises and by 20 percentage
points (i.e. 40% to 60%) for investments made by small enterprises. Total amount of
tax credit is limited to EUR 150 million per enterprise. The tax credit is included in the
company’s corporate income tax for the financial year during which the relevant
investment was acquired. The unused tax credit is refundable [99].

Thus, the French taxation system is distinguished by mandatory and social
orientation, flexible systems of benefits and discounts. The main categories of taxes in
France include income taxes, expenditure taxes and local taxes. Personal income is
taxed on a progressive scale depending on the total annual income at tax rates ranging
from 0% to 45%. Real estate is taxed depending on its age and type at rates ranging
from 4% to 8%, and new constructions are exempt for 2 years. The main tax for legal
entities is corporate income tax. Since 2024, France has been implementing the EU
Directive on ensuring a minimum level of taxation (15%) for large multinational

companies and groups of enterprises. In addition, granting a tax credit is envisaged to
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stimulate investment in the industry green sector. Overall, the French tax system creates
conditions for socially oriented development and stimulation of investments in
sustainable development.

Luxembourg is a small, but one of the richest countries in the EU. In Luxembourg,
personal income taxation is primarily based on the residency status. Residents’ income
subject to tax in case the sources of this income is of worldwide origin, while non-
residents pay tax on income derived from sources within Luxembourg. The
determination of residence status depends on various factors, including physical
presence, permanent residence, etc.

Luxembourg has a progressive personal income taxation scale with tax rates
ranging from 0% to 42%. Tax groups are periodically adjusted taking into account
inflation. The taxable income includes salaries, rental income, dividends, capital gains
and other sources. The following exemptions or discounts are available to the residents:
exemptions for dependent family members, mortgage interest and professional
expenses. Expatriates may benefit from special tax regimes, for example, when they
work as highly skilled workers or researchers [147].

Mandatory social insurance contributions are an essential tax item for employees.
The contribution rate for sickness constitutes 2.8%, and for pension accrual, it is 8% of
the total income. Additionally, the so-called child maintenance contribution, which is
set at a fixed rate of 1.4%, 1s paid in Luxembourg. The child maintenance contribution
in Luxembourg is generally used to fund social programs and services that provide
support to children and families. The main objectives include financing schools and
educational programs for children, ensuring access to medical services for children and
mothers, supporting low-income families, and funding kindergartens and preschool
institutions. Overall, this contribution helps ensure the welfare and development of
children in Luxembourg by providing them with access to essential services and
resources [ 148].

The progressive scale of personal income taxation applicable in Luxembourg is
illustrated in Table 2.2. In case the employer provides the employee with a house or

apartment, he pays at least 75% of the rent; if he also provides furniture for the
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dwelling, the value of the assistance increases by 10%. If the employer pays electricity
bills and other charges, they should be added to the payment at their nominal value. In
case the employee rents a house or apartment and pays the rent, the rent reimbursement
by the employer is fully taxed as remuneration. A number of items, such as savings on
debit interest for a loan with a reduced or zero interest rate provided by the employer
(within certain limits), and additional salary for overtime payments under certain
conditions, are exempt from taxation [148].

Table 2.2

Progressive scale of taxation of resident income in Luxembourg

Personal income taé L(thtal annual income), Progressive tax rate, %
from 0 to 11,265 0
from 11,265 to 13,173 8
from 13,173 to 15,081 10
from 15,081 to 16,989 12
from 16,989 to 18,897 14
from 18,897 to 20,805 16
from 20,805 to 22,713 18
from 22,713 to 24,621 20
from 24,621 to 26,529 22
from 26,529 to 28,437 24
from 28,437 to 30,345 26
from 30,345 to 32,253 2
from 32,253 to 34,161 30
from 34,161 to 36,069 32
from 36,069 to 37,977 34
from 37,977 to 39,885 36
from 39,885 to 41,793 38
from 41,793 to 100,000 39
Over 100,000 40
Luxury tax 9% for individuals earning over
150,000 euros.

Source: based on [147].

Luxembourg taxes the income of resident legal entities on a worldwide source

basis, while non-residents are taxed only on income sourced from Luxembourg.
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Enterprises with taxable income of less than EUR 175,000 pay corporate income tax
at a rate of 15%. Enterprises with taxable income between EUR 175,000 and EUR
200,001 are subject to income tax calculated as follows: EUR 26,250 plus 31% of the
tax base exceeding EUR 175,000. The corporate income tax rate is 17% for companies
with taxable income exceeding EUR 200,001, resulting in an overall tax rate of 24.94%
in the city of Luxembourg (considering a solidarity surtax of 7% to the income tax rate
and including 6.75% municipal business tax applicable rate) [146].

Corporate taxation in Luxembourg is known for its attractiveness to many
international companies. Luxembourg has one of the lowest corporate income tax rates
in Europe, which is 21% (Fig. 2.4).
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Fig. 2.4. Dynamics of corporate tax revenues to the budget of Luxembourg,
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Source: based on [146].

The analysis of the dynamics of corporate tax revenues to Luxembourg budget for
the period from 1995 to 2023 demonstrates significant and stable growth. In 1995,
revenues amounted to 2306 million euros, and by 2023, they reached 13,147 million
euros. Although the overall tendency is upward and a considerable increase was
recorded in 2008 (5039 million euros), a slight decline occurred in 2009 (4991.2

million euros), which may have been influenced by the global financial crisis. The use
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of a three-year moving average allows to mitigate these short-term fluctuations and
reflect the long-term tendency more clearly. For example, in 1995-1997, the average
value was 2423.13 million euros, while in 2021-2023, this figure amounted to 12,582
million euros. The high coefficient of determination (R* = 0.9155) confirms that
approximately 91.55% of the changes in revenues can be explained by the time trend,
indicating predictability and stability of growth.

Analysing the dynamics of corporate tax revenues to Luxembourg budget, it is
important to pay attention to the role of external and internal factors that have
influenced their stable growth. A substantial part of this growth can be explained by
the development of the country’s financial sector, as Luxembourg is one of Europe’s
leading financial centres specializing in international banking and investment services.
Thus, during periods of global economic stability, the country’s fiscal base expanded
due to attracted foreign investments and increased profitability of the corporate sector.
At the same time, during periods of financial crises, as the crisis of 2008-2009, tax
revenues demonstrated moderate levels, indicating to the high resilience of
Luxembourg’s economic system.

The effective tax policy of the state is also of significant importance. Luxembourg
uses business-attractive tax rates and offers favourable conditions for specific sectors,
such as financial services, which encourage companies to choose this jurisdiction for

their headquarters (Table 2.3).

Table 2.3
International comparison of corporate taxation
Ne Indicator Luxembourg | The USA | Germany
1 |Number of tax payments per year, units 23 11 9
2 [Time required for paper reporting, days 59 175 207
3 |Profit tax, % 21.0 46.7 46.8

Source: based on [146].

Stable macroeconomic policy and investments in infrastructure create a

favourable environment for economic growth and, consequently, corporate tax



72

revenues. Thus, the continuous growth of corporate tax revenues is a testament to
Luxembourg sustainable economic development. The analysis of corporate tax
revenues to the budget also emphasises the importance of maintaining financial
stability, developing the tax base, and adapting tax policy to changes in the global
economic environment to preserve positive dynamics in the future.

In Luxembourg, VAT is charged at a standard rate of 17% (the lowest VAT rate in
the EU). A reduced VAT rate of 3% is applied to food, books, medicines, admission
tickets to cultural events, hotels and restaurants. A rate of 6% is applied to bicycles. A
rate of 12% is applied to advertising brochures and other printed materials, heating and
cooling, wines with an alcohol concentration up to 13 degrees. Exports are exempt
from VAT. Some services (financial, medical, real estate) are also exempt from VAT.
VAT returns must be submitted monthly (as well as the final annual return). The VAT
authorities have made it mandatory to carry out a standard tax audit (SAF-T) containing
reliable accounting data.

Thus, the tax system in Luxembourg is progressive and socially oriented. The
personal income tax rate ranges from 0% to 42%, with benefits available for residents.
Corporate taxation is set at 21% with numerous tax incentives that attract international
companies. VAT is set at a standard rate of 17%, with reduced rates from 3% to 12%
for certain goods and services. Mandatory social contributions, including child
maintenance contribution, provide social support and fund educational and medical
services. The luxury tax is set at 9% for the individuals earning over 150,000 euros. It
has been proven that this tax system contributes to the population social protection and
creates favorable conditions for international companies owing to low tax rates and
incentives.

Taxes in Finland are slightly higher compared to the European taxes. Currently
there is a tendency towards reducing tax deductions and their aligning with average
European rates. All changes in Finland’s tax legislation are communicated to taxpayers
in advance, allowing them to adapt to the new conditions. The corporate income tax in
Finland is an important component of the tax system and a key source of state revenues,

which is directed to financing public services such as healthcare, education,
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transportation, and social protection. It is levied on the profits of companies conducting
business activities within Finland and provides a stable base for the country’s economic
development.

As of 2023, Finland has a single corporate tax rate of 20%, making it competitive
among EU countries. This rate is applied to all types of enterprises, including limited
liability companies and cooperatives. At the same time, there are tax incentives and
deductions to support certain sectors, such as technology and innovation, which help
attract investments and foster business development. Foreign companies earning
income in Finland are also subject to taxation according to local laws. Compliance with
tax requirements is important to avoid penalties and other negative consequences.

In recent years, Finland’s government has reduced the corporate tax rate from
24.5% to 20%, thereby stimulating economic growth and attracting foreign investors.
Compared to other Scandinavian countries, the corporate tax rate in Finland remains
lower than in Denmark or Norway (22%) and is almost equal to Sweden’s (20.6%). At
the same time, companies operating in Finland can deduct operational expenses,
investments in equipment, research and development costs, and incentives for
environmental initiatives, which are not included in the total taxable income.
Additionally, special support programs for startups and small businesses that allow for
a reduction in the tax burden at the initial stages of development are provided.

The process of submitting corporate tax returns is regulated by strict deadlines
and requires accurate reflection of all financial transactions. Typically, the return is
submitted by the end of the fourth month after the financial year ends. Advance
payments are made throughout the year in several stages, and the final settlement is
conducted after the reporting period ends. Finnish tax authorities may conduct audits
to verify that companiese reporting documentation complies with tax requirements.
Maintaining accurate accounting, organized financial documentation, and timely
submission of reports help reduce the risks of discrepancies and avoid penalties.
Overall, the corporate taxation system in Finland is aimed to ensure a balance between
stimulating the economy and collecting the revenues necessary to support social

services and the country’s development.
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Understanding the process of submitting corporate tax returns in Finland is crucial
for companies operating in the country. The first step in this process is the preparation
of financial statements in accordance with Finnish accounting standards. These
statements include the balance sheet, income statement, and statement reflecting the
financial position and results of the company’s activities. These documents are the
basis for determining taxable income. The deadline for submitting tax returns depends
on the company’s financial year, but it is usually considered to be the fourth month
after its end. For example, if the financial year ends on December 31, the return should
be submitted by April 30 of the following year. To avoid penalties, companies must
adhere to these deadlines.

All declarations are submitted through the official form provided by the Finnish
Tax Administration. This form is available electronically through an online service,
which significantly simplifies the process. When filling it out, it is important to
accurately specify income, expenses, and tax deductions to avoid discrepancies that
could lead to an audit. It is also worth considering potential errors, such as incorrect
classification of expenses or insufficient documentary evidence. Engaging tax
consultants and maintaining organized accounting help ensure compliance with
regulations and reduce risks associated with tax audits. This not only helps companies
submit their reports on time but also optimizes tax expenses, avoiding legal
complications.

The Finnish corporate tax system provides for advance payments based on the
projected annual income. These payments are usually divided into three parts, which
are paid in February, May, and November. This approach enables businesses to evenly
distribute their obligations throughout the year. After the financial year ends, a final tax
calculation is conducted. In case of discrepancies between advance payments and
actual income, the company must pay additional tax or receive a refund of overpaid
amounts. It is important to accurately assess taxable income to avoid financial
discrepancies. Penalties for late payments or statements submitting can be significant.

They include a monthly penalty of 1% of the unpaid tax amount, which can be
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accumulated until the debt is fully repaid. Therefore, companies should maintain a clear
financial calendar to meet deadlines and avoid unnecessary costs [171].

The Finnish Tax Administration (Vero) conducts regular audits to verify the
compliance of companies’ reporting with tax legislation. The audits can be planned or
initiated due to the discrepancies identified. Maintaining accurate records,
documenting all transactions, and regular reviewing internal financial reports are
essential to prepare for an audit. The audit process includes analysing financial
documentation, interviewing staff, and verifying statements. After the audit, the
company receives findings that may indicate either the absence of issues or the need to
pay fines for violations. Transparency and accuracy in financial reporting help avoid
serious consequences, including financial penalties or loss of reputation [165].

Finland has a wide network of double taxation treaties (DTT) that regulate the
procedure of taxing the income earned by multinational corporations. These treaties
determine which country has the right to tax certain types of income, reducing the risk
of double taxation. Businesses operating internationally can take advantage of reduced
tax rates on payments such as dividends, interests, or royalties, in accordance with
DTT. This allows for a reduction in the overall tax burden and promotes the attraction
of investments into the Finnish economy [171].

The progressive personal income tax scale in Finland is aimed at achieving social
justice and funding a wide range of public services. The system involves an increase in
the tax rate depending on the level of income (Table 2.4) [172].

Table 2.4

Progressive personal income tax scale in Finland

Taxable income, Tax amount at the lower . Tax rate on ?he part of
EUR limit, EUR income exc.ee.dmg the lower
limit, %
From 0 to 20,500 0.00 12.64
20,500 to 30,500 2,591.20 19.00
30,500 to 50,400 4,491.20 30.25
50,400 to 88,200 10,510.95 34.00
88,200 to 150,000 23,362.95 42.00

Source: based on [172].
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The progressive personal income tax system in Finland has proven its
effectiveness by ensuring an increase in tax revenues from collecting this tax in the
period of 1990-2022 by more than 3.5 times (Fig. 2.5). During the period from 1990 to
2023, tax revenues from personal income to the Finnish budget have shown steady
growth from 16,557.6 million euros in 1990 to 34,788 million euros in 2023, indicating
a gradual increase in economic activity and the efficiency of tax collection. The
coefficient of determination R* = 0.9155 indicates that approximately 91.55% of the
changes in tax revenues can be explained by the time factor. The high R? confirms that

the overall increase in revenues is stable and predictable.
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Fig. 2.5. Dynamics of personal income tax revenues in Finland, EUR million

Source: based on [136].

Social contributions, such as retirement contributions and unemployment
insurance contributions, are also a part of Finland’s tax system. Retirement insurance
contributions amount to 7.15% for individuals under 53 years old and over 63 years
old, and 8.65% for individuals aged 53-62. The result of such a system is funding free
healthcare, education, infrastructure, and social programs. The system is an effective
mechanism for combating inequality and ensuring a high living standard [172].
Therefore, Finland’s tax system aims to maintain a balance between stimulating
economic growth and ensuring revenue for funding social needs. It is predictable,
transparent, and competitive, making the country attractive for business, innovation,

and international investment.
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The taxation system of Estonia, according to tax legislation, consists of state and
local taxes. The framework law for the establishment and collection of taxes, as well
as some state fees, is the Taxation Act, which defines the rights and obligations of the
tax authority and the taxpayer in determining the amount of tax liability and collecting
taxes. It also provides the tax authority with a general basis for cooperation with the
tax authorities of other countries, regulating liability for tax violations [56].

The difference between local and state taxes in Estonia is that the volost or city
council has the right to introduce them at its sole discretion within its territory. They
are established in accordance with the Local Taxes Act. The local taxes include
advertising tax, motor vehicle tax, animal maintenance tax, entertainment tax, parking
tax, etc. All tax revenues are directed to the budgets of local governments, but their
share is rather small compared to state taxes. The animal maintenance tax,
entertainment tax, and vehicle tax are currently not levied by any local government.
The main sources of income for cities and municipalities are revenues from state taxes
(income tax and land tax) and from the equalization and support fund. The purpose of
introducing local taxes is not necessarily collecting funds to the budget. For example,
the advertising tax was introduced to arrange the cities’ looks [56].

The corporate income tax in Estonia occupies an important place in the country’s
fiscal policy due to its unique structure. It is used to tax only distributed profits,
encouraging companies to reinvest funds into business development, which, in its turn,
contributes to economic growth. This innovative approach creates favourable
conditions for enterprises and distinguishes Estonia from other countries where all
earned profits are taxed regardless of their distribution. The system’s key features
involve taxing only distributed profits at a standard rate of 20%, allowing companies
to postpone tax liabilities and stimulating reinvestments in business development,
research, and innovation. A single tax rate simplifies tax calculations and ensures
transparency, maintaining predictability for long-term financial planning [56]. Estonia
operates a proportional personal income tax system with a single tax rate. As of the
latest available data, the personal income tax rate is 20%. There are also non-taxable

minimum incomes, which vary depending on the total annual income.



78

Analysing the dynamics of total tax revenues to the Estonian budget from 1995 to
2023, we can observe their steady growth from 690.8 million euros in 1995 to 8,254.5
million euros in 2023. These data indicate to the country’s stable economic
development, an effective tax system, and tax base expansion (Fig. 2.6).

9000

8000
y = 235.06x

7000 R2=0.9853  / _---

6000
5000
4000
3000
2000
1000

0

1995
1996
1997
1998
1999
2000
2004
2005
2006
2007
2008
2009

2001
2002
2003
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023

Fig. 2.6. Dynamics of the total amount of tax revenues to the budget of Estonia,
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Source: based on [136].

The overall growth of tax revenues to Estonia’s budget testifies to the country’s
gradual integration into the global economy and its ability to adapt to changing
economic conditions. The country’s digital transformation, the implementation of e-
government in particular, has contributed to the transparency of the tax system,
improved its efficiency, and reduced the administrative burden on businesses. Joining
the European Union in 2004 created additional incentives for foreign investment and
encouraged economic growth through the access to the EU internal market. Global
crises, as the financial crisis of 2008-2009, had a temporal impact on the slowdown in
tax revenue growth. However, the rapid economic recovery reflected the country’s high
adaptability to external challenges. Although the COVID-19 pandemic caused an
economic recession in 2020, it subsequently led to a significant recovery in tax
revenues due to the activation of economic activity in 2021-2023. Overall, the growth

stability is confirmed by high coefficients of determination, indicating the reliability of
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the country’s long-term economic strategy and its ability to ensure sustainable
development [1].

An efficient administration system, including the use of electronic filing systems,
significantly reduces the bureaucratic burden and allows for easy management of tax
documents. Industry-specific incentives are provided through special tax privileges for
such sectors as research and development that promote innovation. Start-ups and small
businesses are supported through tax holidays and simplified calculations. In an
international context, the standard rate is 20% on distributed profits, and
competitiveness in the EU is ensured through tax deferral and a transparent structure
that attracts both local and foreign investment. Estonia’s tax system is strategically
oriented towards business development. Its unique approach to income taxation helps
to attract investment, support entrepreneurs and create a transparent tax environment.
Coupled with the digitalisation of administrative processes, Estonia has solidified its
reputation as one of the most efficient tax systems in the world [56].

The taxation system in Poland is based on progressive rates and various forms of
taxation for sole proprietors (SPs) and limited liability companies (LLCs). Sole
proprietors can choose between the general taxation regime (12% if the taxable base is
up to PLN 120000 or 32% if the taxable base is over PLN 120000), the flat rate (19%)
or the simplified form of taxation ‘Ryczalt’ (12% for software developers). Tax returns
are submitted from 15 February to 30 April. Social security contributions include health
insurance (9%) and social security. The general corporate tax rate for LLCs is 19%,
with a reduced rate of 9% for companies with revenues of up to EUR 2 million. The
standard VAT rate in Poland is 23%, with reduced rates of 8% and 5% for certain goods
and services. The introduction of a minimum corporate income tax (10%) is planned
since 2024. Poland also applies a system whereby dividends are taxed at a rate of 19%.
In general, the taxation system in Poland is aimed at supporting entrepreneurship and
social protection through various forms of taxation and benefits [150].

The dynamics of tax revenues to the Polish budget over 1995-2023 demonstrates
a stable growth, which indicates the success of economic transformation, adaptation to

EU standards and the efficiency of tax administration in this country. Integration into
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the EU in 2004 promoted revenue increase owing to a tax base expanding and
investments, while the development of small and medium-sized businesses stimulated
the economy. Despite a temporary reduction in revenues during the global financial
crisis of 2008 and the COVID-19 pandemic in 2020, the country demonstrated
resilience thanks to structural reforms, digitalisation of tax processes, and anti-tax
evasion campaign. The increase in tax revenues to EUR 162 billion in 2023 points to
the country’s economic revitalization, integration success, and improved tax
administration, making Poland a model for other Central and Eastern European
countries (Figure 2.7).

In addition, Poland has effectively used European funds, that fostered the
infrastructure modernisation and employment stimulation. The government policy has
simultaneously focused on tax fairness, reducing the shadow economy and broadening
the tax base. Poland has entered into double taxation treaties with over 60 countries,
following the principles set out by the OECD. According to these agreements,
corporate profits are generally taxed in the country of their incorporation, unless they
have a permanent establishment in another country, that allows taxation in both
jurisdictions. Most treaties provide for: tax rates on dividends ranging from 5-15%,
with a reduction to 5% if a foreign shareholder holds a significant share of capital (10%
or 25%) in the Polish company; exemption from taxes on interest in the source country
or taxation at a rate of up to 10%.
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Source: based on [136].
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The Polish tax system is administered at three levels. The first, basic level
comprises local tax offices, which are responsible for collecting taxes, maintaining
taxpayer registers, controlling and imposing sanctions. Tax inspectors engaged in these
departments have access to taxpayers’ financial information. Refusal to provide data or
its distortion is punishable by fines of up to PLN 1.5 million. The second level is
represented by financial chambers, which verify the tax offices’ activities and large
taxpayers’ reports. The highest level of administration is the Ministry of Finance of
Poland, which coordinates policy and controls the activities of tax authorities at the

highest level (Figure 2.8) [157].
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Source: built on the basis of [157].

Thus, Poland’s taxation system is clearly structured, transparent, and oriented
towards stimulating economic development. It includes a progressive personal income
tax system, a corporate tax that promotes business competitiveness, VAT, and local
taxes. Through tax incentives, Poland actively attracts investors and supports
innovation, creating favourable conditions for business and economic growth. Poland’s
tax mechanisms are aimed at ensuring the state budget stability with simultaneous
stimulating entrepreneurship, innovation, and regional development. Owing to
effective tax administration and the presence of transparent regulations for business,
Poland is an attractive country for international investors, making its economic position

in European markets stronger.
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Overall, the following advanced practices are used in the UE for effective
corporate tax management:

— organized accounting: the use of reliable software that facilitates reporting;

— consultations with specialists: engaging experts helps reduce risks and take
advantage of tax incentives;

— strategic planning: regular review of financial strategies taking into account tax
changes, which enhances business efficiency;

— staff training: raising employees’ awareness of tax requirements contributes to
better compliance with regulations.

Such approaches allow companies to minimise the risks associated with tax
liabilities and create a solid foundation for long-term development. In most European
countries, legal entities report in accordance with International Financial Reporting
Standards (IFRS). Even though national reporting standards are generally aligned with
IFRS, differences in some EU countries are evident. These differences are related not
so much to tax accounting principles as to reporting forms. Some EU countries are still
in the process of harmonising their accounting and reporting, so that France and
Romania, for example, have different balance sheets and charts of accounts. In general,
when it comes to financial reporting, the main source of difference is not so much in
accounting as in taxation.

The research conducted provides grounds to assert that the tax systems of
European Union countries have both common features and significant differences,
stipulated by the economic, social, and historical characteristics of each state. They are
targeted at ensuring sustainable economic development, financing public services, and
supporting social welfare. The peculiarities of tax accounting and administration in EU
countries demonstrate a diversity of approaches to forming the tax base, rates, and
mechanisms for their collection. Some states, such as Finland, have a progressive tax
scale for individuals, while others, like Estonia, prefer proportional rates. The
differences in corporate tax levels also testify to various models of business stimulation

and investment attraction.
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It is important to note the trend towards the harmonisation of tax norms within the
EU to ensure transparency and competitiveness of economies. Alongside this,
mechanisms for avoiding double taxation and tax incentives are tools contributing to
the integration of EU countries into the global economy. EU tax systems, despite their
complexity and differences, remain factors of balanced economic growth, support for
innovation, environmental initiatives, and social protection. Understanding their
features and current changes is vital for business entities operating within the European
Union. Another important aspect is the impact of digitalisation and automation of tax
administration processes, as they significantly enhance the efficiency of tax collection
and reduce opportunities for evasion. The increasing attention to sustainable
development encourages EU countries to implement environmental taxes, which are
becoming a key tool in the fight against climate change and contribute to shaping a

green economy.

2.2. Priorities for the development of EU tax systems in the context of the

Sustainable Development Goals

The development of tax systems in the European Union in the context of the
Sustainable Development Goals (SDGs) shows a gradual integration of fiscal policies
with environmental, social and economic initiatives. The EU tax systems are adapting
to support the SDGs through mechanisms that encourage a green transition, reduce
social inequality and ensure fiscal transparency. In particular, instruments such as
environmental taxes, progressive personal income taxation, tax incentives for
sustainability businesses, and harmonisation of reporting standards (e.g. through the
EU Sustainability Reporting Directive - CSRD) contribute to the achievement of the
global SDGs. At the same time, the EU supports the fight against aggressive tax
practices that undermine social and economic stability and introduces transparency
rules for reporting on companies' tax strategy. An important component of the EU

member states' tax policies is the efficient use of fiscal resources to finance social
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programmes and environmental initiatives, including stimulating investment in
renewable energy and infrastructure modernisation.

In 2022, EU governments used various financial instruments to address
environmental issues. Environmental taxation brought in the most revenue (EUR
317,190 million), which is the most common tool for reducing negative environmental
impacts. Charges amounted to EUR 794,00 million and are levied on the use of certain
resources or services. Grants provided EUR 660,00 million and supported
environmental initiatives. Tax reductions (EUR 385,00 million) encouraged
environmentally friendly practices by providing tax breaks. A total of EUR 152,00
million was allocated for the implementation of various environmental programmes.
Quotas generated EUR 114,00 million in revenues and were used to limit the use of
resources or emissions. Fees totalled EUR 113,00 million and were levied on pollution
or resource use. Tax credits totalled EUR 99,00 million and supported investments in
environmental technologies. Deposit refunds generated EUR 68,00 million,
stimulating the take-back of recyclable products. Payments for ecosystem services
totalled EUR 56,00 million, supporting the conservation of biodiversity. Loans

provided EUR 54,00 million in financing for environmental projects, and soft loans

amounted to EUR 29,00 million, reducing the financial burden of their implementation

\

(Figure 2.11).

= Environmental taxation
Charge
Grant (one-time)

Tax reduction

Programme
Quotas

= Fee

= Tax credit

= Deposit refund

= Payment for ecosystem service

Fig. 2.11. Financial instruments for achieving the environmental SDGs in the EU
countries, 2022, EUR million

Source: based on [153].
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The EU Sustainability Reporting Directive (CSRD) and the European
Sustainability Reporting Standards (ESRS) modernise and strengthen the rules on the
social and environmental information that companies must report. The rules provide
investors and other stakeholders with access to the information necessary to assess the
impact of companies on society and the environment, as well as to identify risks
associated with climate change and other sustainability issues [134].

Tax issues, although not always considered as fundamental in corporate
sustainability strategies, are gradually taking an important place in the strategic and
regulatory initiatives of companies. Integration of taxes into these strategies is essential
to ensure business sustainability and support social welfare. In particular, the
integration of corporate tax policy into sustainability strategies allows to:

- maintain compliance with tax laws, in particular by paying taxes on time;

- identify and effectively use grant opportunities to finance corporate
environmental initiatives;

- implement effective tax management, including analysis of tax implications,
risks and opportunities;

- ensure transparent tax reporting to strengthen public confidence in corporate
tax practices.

- manage risks associated with new taxes (e.g., carbon taxes) that affect business
models and value chains;

- defend against aggressive tax strategies that could disrupt economic stability
and cause harm to society.

The proper integration of tax aspects into the sustainable development strategies
of companies can enhance the positive impact of taxation on business sustainability
[137]. The European Green Deal (EGD) is a key strategy of the European Union on
the path to sustainable development. This plan provides for the introduction of new tax
instruments to support the SDGs. Tax policy under the European Green Deal supports
the following SDGs:

- SDG 13 (Combat climate change);

- SDG 7 (Clean and affordable energy);
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- SDG 12 (Sustainable consumption and production);

- SDG 8 (Decent work and economic growth).

The EGD is a model strategy for integrating tax policy with environmental goals.
The introduction of emission taxes, renewable energy incentives, the gradual removal
of fossil fuel subsidies and the implementation of the CBAM (Carbon Border
Adjustment Mechanism) create an effective financial framework for combating climate
change [94].

The Carbon Border Adjustment Mechanism (CBAM) is an EU instrument
designed to establish a fair price on carbon emissions generated during the production
of carbon-intensive goods imported into the EU and to encourage cleaner industrial
production in non-EU countries. By confirming that a price has been paid for the
embedded carbon emissions generated in the production of certain goods imported into
the EU, CBAM ensures that the price of carbon from imports is equivalent to the price
of carbon from domestic production and that the EU's climate goals are not
undermined. The CBAM is designed to be compatible with WTO rules. The CBAM
will be applied in the final regime from 2026, while the current transitional phase lasts
between 2023 and 2025. The gradual implementation of CBAM and the abandonment
of free allowances within the EU Emissions Trading System (ETS) are envisaged to
support the decarbonisation of EU industry [106].

According to Regulation (EU) 691/2011 on European environmental economic
accounts [109], an environmental tax is a tax whose tax base is a physical unit of
something that has a proven, specific negative impact on the environment and is
defined in the European System of Accounts (ESA 2010) [140] as a tax. Air emissions
accounting records the flows of residual gaseous and particulate matter originating
from the national economy and released into the atmosphere. Member States compile
statistics on emissions of such air pollutants (Table 2.5). The analysis of air emissions
data allows for an assessment of different types of pollutants and their impact on the

environment and human health.
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Table 2.5

Key indicators for compiling air pollutant statistics in the EU

Name of air emissions Symbol Reporting Base
Carbon dioxide free from biomass emissions |[CO> 1,000 tonnes (Gg)
Carbon dioxide from biomass Biomass CO,  |1,000 tonnes (Gg)
Nitrous oxide N20 tonnes (Mg)
Methane CHa tonnes (Mg)
Perfluorocarbons PFCs tonnes (Mg) CO: - equivalent
Hydrofluorocarbons HFCs tonnes (Mg) CO: - equivalent
Sulphur hexafluoride SFe tonnes (Mg) CO: - equivalent
Nitrogen oxides NOx tonnes (Mg) NO- - equivalent
Non-methane volatile organic compounds NMVOCs tonnes (Mg)
Carbon monoxide CO tonnes (Mg)
Particulate matter < 10 pm PM1o tonnes (Mg)
Particulate matter < 2.5 um PMzs tonnes (Mg)
Sulphur dioxide SOz tonnes (Mg)
Ammonia NH3 tonnes (Mg)

Source: based on [109].

CO; emissions, excluding biomass and from biomass, are the main greenhouse
gas contributing to climate change. Nitrous oxide 