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ENVIRONMENTAL TAXATION IN UKRAINE: 

COMPLIANCE WITH GLOBAL TRENDS 
 

In the modern world, where environmental problems are becoming 

increasingly urgent, reducing human activity's impact on the environment is gaining 

global importance. One of the key tools in solving these problems is environmental 

taxation, which stimulates enterprises and consumers to behave environmentally 

responsibly. Many developed countries are actively using this mechanism to reduce 

emissions of harmful substances and the overall environmental burden. Ukraine also 

seeks to integrate ecological standards into its tax system, but this is happening with 

specific difficulties. There is a significant gap between the level of environmental 

taxation in Ukraine and global standards, affecting state environmental policy's 

effectiveness. This work is devoted to analysing the current state of ecological 

taxation in Ukraine, its compliance with international trends, and proposals for 

improving the system while considering world experience. 

As a member of the global community, Ukraine faces the pressing need to 

mitigate its negative environmental impact by implementing effective 

environmental taxation mechanisms. However, national approaches to 

environmental taxation currently fall short of aligning with global trends, hindering 

Ukraine's integration into the "green" economy [1, p. 71]. Low environmental tax 

rates and the absence of a carbon dioxide emissions tax fail to provide sufficient 

incentives for businesses and consumers to minimize ecological harm. Moreover, 

the share of revenues generated from environmental taxes has been declining 

annually (Figure 1). 

Environmental taxation is actively developing at the global level. EU and other 

developed countries, such as Sweden, Germany, and Norway, have long integrated 

taxes on CO2 emissions and other environmental fees into their systems. This allows 

them to reduce their negative environmental impact and redistribute resources to 

support environmentally friendly technologies. Ukraine also has specific 
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achievements in this area, mainly introducing an environmental tax, which is 

charged for emissions of pollutants into the environment. However, its rates are 

significantly lower than in EU countries [3, p. 172]. 

 

 
Рис. 1. Dynamics of environmental tax revenues to the Consolidated budget of 

Ukraine (UAH million) and its share in tax revenues (%). 

Source: the data is calculated based on researched sources [2]. 

 

This creates a situation where enterprises do not need to change their 

production processes to reduce environmental risks significantly. In addition, there 

is a problem of insufficient control over compliance with environmental standards. 

The advantage of the Ukrainian system is that fundamental mechanisms can become 

the foundation for development. However, its shortcomings include insufficiently 

severe sanctions, weak economic incentives for modernizing production, and the 

absence of a system of taxing greenhouse gas emissions, a key component of 

European environmental policy. Despite these shortcomings, positive trends in the 

development of environmental taxation and "green" technologies are already 

observed in Ukraine. One of the most notable achievements is introducing the "green 

tariff" mechanism, which stimulates investments in alternative energy [4, p. 20]. 

This has allowed Ukraine to significantly increase its share of renewable energy 

sources in the overall energy balance in recent years. In addition, Ukraine is 

considering introducing a carbon tax as part of its integration into the EU, which 

would be a powerful incentive to reduce greenhouse gas emissions. The rates of 

existing environmental taxes are gradually increasing, which meets European 

standards. 

Conclusions. Control mechanisms and financial incentives for businesses have 

to be strengthened to develop environmental taxation in Ukraine further. This can 
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be done by increasing environmental tax rates to a level that meets European 

standards and introducing a carbon tax, as in France and Germany. For instance, 

Sweden has had a carbon tax in place for over two decades, which is the primary 

tool for reducing greenhouse gas emissions. As a result, the country has significantly 

reduced CO2 emissions without harming economic growth. This experience is 

valuable for Ukraine since Sweden, like Ukraine, has an extensive energy 

infrastructure and an economy based on heavy industry. Introducing a gradual rate 

increase is essential, allowing businesses to adapt to new requirements without 

significant economic losses. Environmental taxation in Ukraine should be 

strengthened based on world experience, particularly in China, where it has shown 

significant effectiveness in improving the ecological responsibility of businesses. 

The study found that an environmental protection tax (EPT) helps to improve the 

ESG (environmental, social, and governance) performance of high-polluting 

companies, confirming the hypothesis that regulation can stimulate innovation. State 

support is another critical factor in ensuring success. Subsidies for innovation play 

a vital role in boosting the environmental performance of businesses, allowing them 

to transition more effectively toward sustainable practices [5, p. 245]. 

This approach may be helpful for Ukraine since effective environmental 

taxation can stimulate companies to invest in "green" technologies and reduce 

emissions. Given the results of research [5], which emphasize that EPT has a 

particularly positive effect on investments in environmental projects in companies 

with low competitiveness, this may be a way for Ukrainian companies to modernize. 

For the effective implementation of environmental taxation in Ukraine, it is 

necessary to develop a long-term strategy that will include the following key 

elements: 

1. Increasing environmental tax rates. Introduce a phased rate increase, 

emphasizing polluters with high emissions so they have time to adapt to new 

conditions. 

2. Introducing a carbon tax. Applying the experience of EU countries to 

develop and implement this tax will significantly reduce greenhouse gas emissions. 

3. Invest in renewable energy sources. Revenues from environmental taxes 

should be used to support "green" technologies such as solar and wind power. 

4. Monitoring compliance with environmental standards. Develop mechanisms 

for monitoring enterprise activities to reduce ecological violations. 

Applying the experience of countries such as Sweden, Germany, and France 

can be an impetus for environmental reforms in Ukraine. These countries have 

demonstrated that ecological taxation can be the tool for reducing pollution and 

economic development. Ukraine has all the prerequisites for developing an effective 
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environmental taxation system, but comprehensive reforms are necessary. 

Introducing the carbon tax, increasing the rates of existing taxes, and investing in 

renewable energy sources will allow the country to respond to global trends and 

actively participate in the "green" economy. 
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