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Formulation of the problem. Today again an ongoing debate as to whether it is advisable to preserve the value added tax (VAT) or replace it with another indirect tax. In particular, critics note the significant abuse of VAT and VAT evasion as well as problems with the administration of the tax. 
Given the central role of VAT in the formation of state budget and intention to integration with the EU, where one of the essential prerequisites for membership is the availability of VAT in the tax system, the most appropriate approach, we believe, will improve administration VAT.
Analysis of recent research and publications. According V.Horyna, despite the significant increase in the mobilization of VAT to the budget and increase the share of these revenues in the structure of state level fiscal efficiency of the tax remains insufficient. The reasons for this is the existence of unsolved problems existing mechanism for VAT, which leads to increased its regressive and loss of a significant amount of budget revenues.
Therefore, the priorities of modern fiscal policy in the field of administration of VAT are: making optimal mechanism of return of VAT credit, the elimination of unlawful compensation schemes; clearly define the principles and eligibility criteria, the transition to differential rates of VAT to strengthen its regulatory value and increase fiscal efficiency [1].
The aim - to analyze the effectiveness of the functioning of the VAT in Ukraine, identify gaps and outline ways of improving VAT administration.
The main material. Fiscal efficiency - is the ability to provide tax filling budgets of different levels, and the specific characteristics of its measurement - is the absolute volume and share of income tax revenues and GDP, the level of effective tax rates, productivity, etc. [1].
During 2008 - 2012 р. Absolute amounts of VAT revenue to the budget tended to increase. In 2013 there was a slight decline in revenues from this tax and its share of the income of the state budget and GDP (Table. 1).
Calculated in Table. 2 ratios indicate that despite the increase in absolute amounts of VAT revenue and increase its share in the revenue budget for 2008 - 2012, fiscal tax efficiency remained low. The effective tax rate, calculated as the ratio of revenues from value-added tax to the final consumption expenditure of households was significantly lower than baseline. Factor productivity VAT is calculated as the ratio of effective and basic rates of VAT and shows an annual loss of state from 20 to 60% of their revenues from value added tax.
The magnitude of the coefficient of performance of the VAT affect tax exemptions, exemption, tax evasion, etc.. The smaller the coefficient of performance, the worse the tax system. The ideal value-added tax is considered a coefficient of performance which is 100%, but this situation is possible only provided that the tax base includes all goods and services for final consumption of all goods and services tax base of a single rate of tax and no benefits [2, p. 26].
Low budget is also an indicator of the efficiency of VAT, which reflects the value of VAT revenue as a percentage of GDP to 1% of the standard rate. The higher the score, the better the system works price in the country. This figure in Ukraine for the past sixteen years ranges from 0.24 - 0.50. 
The reasons for the lack of fiscal efficiency VAT rooted in shortcomings and unresolved problems of the current mechanism of its administration.
Law of Ukraine "On Amendments to the Tax Code of Ukraine and other legislative acts of Ukraine" from 31.07.2014 №1621-VII amending current procedures VAT and radically changes the drafting of tax bills and their registration in the Unified Register of tax bills, and declaring VAT [3].
This law contains both positive aspects and disadvantages. 
By positives include: 
- Increase to 1 million. UAH. of 01.01.2015 p. limit the scope of the operations of the supply of goods / services subject to VAT, the last 12 calendar months for compulsory VAT registration; 
- Establish minimum base VAT treatment of supplies of goods / services - not less than the purchase price of such goods / services; 
- Eligibility for the tax credit on the date of receipt by the taxpayer of goods / services, not the rule of the first event; 
- Carrying out automatic VAT reimbursement taxpayers who meet the criteria for automatic compensation.
The main drawback of this mechanism is the complexity and burden of it to taxpayers.
Conclusions and recommendations for further research. Further improvement of the mechanism of VAT, in our opinion, should be solved by reducing the VAT rate reduction of exemptions from this tax, simplifying the administration of the tax system by improving the electronic administration of VAT.
