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Harmonization of the tax system of the Eurasian Economic Union member states
in the context of economic integration

Annotation. This article discusses the main possible directions for coordinating the tax policy of
member countries of economic and monetary unions. The regulatory role of tax instruments in regional
integration associations is assessed. The relevance of the article is due to the fact that with the acceleration of
integration processes in various regions of the world, fiscal policy becomes particularly important. Therefore,
the research of representatives of various scientific schools pays much attention to the analysis of the impact of
the fiscal component on the economies of the member countries of the associations. At the same time,
approaches to the organization of taxation within economic unions differ significantly. The activation of
integration processes in the Eurasian Economic Union (EEU) necessitates the convergence of the legislation of
the member States in the field of taxation. At the same time, the harmonization and unification of legislation on
indirect taxes is particularly relevant, since these taxes have a significant impact on price formation and provide
a significant part of budget revenues. According to the authors of the article, in the conditions of deepening
integration in the EEU, a well-thought-out distribution of powers in the field of tax regulation between state and
supranational bodies that ensure a consistent convergence of the tax systems of the participating countries,
taking into account the economic situation and the interests of all members of the Association, becomes
particularly relevant. Measures to ensure the elimination of double taxation within the Union are proposed. The
authors conclude that it is necessary to harmonize the tax policies of the member States of the Eurasian Union.
At the same time, the harmonization of taxation in the countries of the Union should become a condition for the
formation of a currency zone on the territory of the EAEU.
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Introduction. The tax system, which is one of the most important economic regulators, based on its
functional purpose, acts as the basis of the financial mechanism of state regulation of the economy. Accordingly,
the effective functioning of the country's economy depends on how well the tax system is built.

The main goal of the tax system can be defined as obtaining the highest possible level of state revenue
within the established legislation. At the same time, the process of generating income should not contradict the
process of ensuring sustainable and dynamic development of the national economy.

The tax system, being one of the main elements of a market economy, is a complex multicomponent
structure. First of all, the tax system is considered as a set of financial relations that arise between the state and
taxpayers in the process of forming the state budget, whose main source of income is taxes. Taxes, in turn, are
the regulator of the market economy, the promotion and development of priority sectors of the national
economy.

Another equally important component of the tax system is the tax mechanism, which is a set of methods
of taxation, as well as regulatory and legislative acts. The next element of the tax system is represented by a set
of tax authorities at the state and regional levels.

Each of these elements of the tax system has a certain impact on the effectiveness of the tax system.
They should be considered in a complex and in interaction [1].

As is known, in recent years, initiatives to preserve mutual multilateral relations and create new
structures in the post-Soviet space, of which Kazakhstan is a participant, have become widely known. The
formation of the CIS, EurAsEC, CAC, SCO, and the development of the common economic space reflected the
desire for joint cooperation and improving its effectiveness.

In this regard, it is necessary that the tax system of each of the member States of the Union is adapted to
the new social relations and corresponds to the world experience.

Materials and methods. The theoretical basis for writing this article is the works and scientific
developments of domestic and foreign scientists on the problem under study, as well as the materials of scientific
conferences and seminars on reforming the tax system and improving the efficiency of its functioning.
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The methodological basis of the research was General scientific and special methodological techniques
and methods, namely: system approach, analysis and synthesis, generalization, induction method, graphic
method, comparison method.

Results.The article reflects the results of the analysis of the actual and poorly studied problem of
harmonizing the multilevel tax system of the member countries of the Eurasian Economic Union. This study,
based on the totality of the theoretical and methodological justifications made and practical suggestions and
recommendations, can be assessed as a completed study aimed at solving an important problem to improve the
tax systems of these countries.

Discussion. Such economists and lawyers as: Bakaev A.S., Belobzhetsky I.A., Voznesensky E.A.,
Gorsky I.1., Gureev V.I., Danilevsky Yu.A., Dmitrenko T.M., Kozyrin A.N., Kramarovsky L.M., Larichev V.D.,
Narinsky A.S., Panskov V.G., Pepelyaev S.G., Ragozin B.A., Ryabchikov M.P., Zweibak devoted their works to
the study and development of problems of improving the tax system and made a significant contribution to
economic science Chernik D.G., Shatalov S.V. and others.

Conceptual issues of economic efficiency of taxation and control functions of the tax authorities
developed and grounded theoretical features and practical implementation methods, taxation of domestic
scientists and statesmen: Adambekova A.A., Bekbosynova A.S., Ermekbaeva B.J., Idrisovoj E.K.,
Intykbaeva S.J., Kazakovym A.B., by Omirbaev S.M., Sagadiyev K.A., Seidahmatova F.S., Tuneaway |.H., and
Shynybekov D.A. and other.

The term «Harmonization of the tax system» means the systematization and unification of taxes,
coordination of tax systems and tax policies of countries that are part of international regional groupings.
Harmonization of the tax system is manifested in the creation of customs unions that unite a number of States
that pursue a common customs policy [2].

Harmonization of tax systems involves: setting common goals and priorities in the field of taxation;
development of mutually agreed views on mechanism and stages of forming an effective tax policy;
development of tools for its practical implementation.

Among the priority areas of harmonization of tax relations are:

— convergence of the principles of building and functioning of tax systems;

— combination of tax interests and interstate harmonization of tax relations;

— formation of an effective mechanism for tax administration.

The goal of harmonizing the tax system is to improve it, which will contribute to economic growth and
strengthen the Union's competitive advantages on the world stage.

At the same time, the EEU strategy in the field of tax policy is as follows:

— promoting competitiveness in world markets;

— ensuring tax neutrality and avoiding distortions;

— improving tax control over the activities of subjects of economic relations;

— harmonization of national tax legislation [3].

The harmonization process is carried out in stages. There are five main stages. The first stage is to
identify areas of legislation requiring harmonization, areas within a particular industry, and issues of concern.

The second stage involves conducting a comparative legal analysis, which will result in the third stage,
which involves determining the agreed lists of national legislative and other normative legal acts that are subject
to harmonization. The fourth stage provides for the simultaneous adoption of harmonized acts.

The final stage is to control the implementation of decisions on harmonization issues. The effective
functioning of the entire Association of economies as a whole depends on how well the tax system of all the
member countries of the Customs Union is built.

An analysis of the tax systems of the member countries of the Eurasian community shows that almost
all national tax systems at the initial stage of harmonization had common problems. Among the main ones, there
is a wide list of tax benefits, uneven distribution of the tax burden, and unclear determination of the ratio of
national and local taxes.

In general, the prospect of developing the tax system in the context of economic integration is primarily
of interest due to possible changes in the latter's main parameters (the level of rates and the definition of the
base). Often, the main parameters of the tax system are changed based on the strategic objectives set for it,
which, in turn, are determined by the needs of the internal and external market conditions of the state. Taking
into account this circumstance, it is important for the forecast of the development of the tax system of
Kazakhstan in the future to understand how the previously selected model corresponds to the current situation, as
well as whether other challenges will become relevant. It has already been noted above that for all the time of its
development, the tax system of Kazakhstan was formed in accordance with the following requirements specific
to a specific period of development of the national economy:

1) Adaptation of the tax system to the administration of new economic categories and institutions
necessary for the establishment of market relations, such as enterprises with foreign capital, the stock market,
etc.

2) Optimization of taxation of the oil sector as the main point of economic growth.

3) Increasing the investment attractiveness of the country, as well as increasing the level of savings and,
consequently, domestic investment through the application of soft tax conditions.
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All this indicates that the tax policy of Kazakhstan has so far been an active component of the
stimulating monetary policy, which was necessary for an accelerated exit from the transit state of the economy.
The first task, which required loosening the control of financial institutions in order to create conditions for
adapting to taxation of new economic categories, most likely lost its relevance. The second task of optimizing
taxation of the oil sector against the background of a sharp drop in energy prices, observed since mid-2014, and
the subsequent economic downturn remains important, but further consideration of taxation of the oil sector as a
stable source of tax revenue for the same reason seems irrelevant.

Based on this, the third task of increasing investment attractiveness due to comfortable fiscal conditions
has become even more urgent. Thus, it is obvious that the current model of the tax system does not require a
radical revision of the fundamental tasks. On the contrary, the commitment to the principle of low tax rates is
intended to continue the implementation of Kazakhstan's competitive advantage in the Central Asian region, as
well as among the EAEU and WTO member States. In General, Kazakhstan's tax space is currently characterized
by a low burden on both the economy and the business sector in particular, in accordance with table 1.

Table 1 — Comparison of tax systems of the EEU member States

Indicators Kazakhstan Russia Kyrgyzstan Belarus Armenia
Tax burden (total), % of 13,5 28,7 21,0 29,8 22,0
GDP

The tax burden (the average 28,6 48,9 29,0 52,0 20,4
for the business unit), %

Impact of taxes on business 3,9 2,9 3,3 - 3,6

*

Impact of taxes on 4,0 3.1 3,4 - 3,3
investment attractiveness **

Note: * — prevent absolutely, ** — reduce absolutely

The tax burden indicator is calculated as the share of taxes paid by businesses and the population in
GDP, thus clearly demonstrating that the economy is burdened with tax deductions. The coefficient is
successfully applied in determining the effective tax burden, which calculates the threshold value of the optimal
tax rate, within which the maximum return on taxation occurs.

As shown in the table, this model of Kazakhstan's tax system has made it currently the most liberal
jurisdiction in the integration space with a steady improvement dynamic. It is important to take into account that
such a liberal model of taxation, which is applied by Kazakhstan, is dictated by the need to maintain the
competitiveness of the economy in terms of economic integration, in particular the EEU and the WTO.

In other words, low tax rates had the task of compensating for the lag of the Kazakh economy from
integration partners in a wide range of other parameters (the cost of labor and capital, distance from the world
ocean, outdated fixed assets). Initially, it was assumed that when Kazakhstan joins the Customs Union with
Russia and Belarus, a soft tax policy will compensate for the mentioned lag in other parameters of
competitiveness.

However, the expectation that comfortable tax conditions in Kazakhstan would cause a steady growth
of foreign capital was not fulfilled. In recent years, this indicator has not shown significant results. Thus,
according to the statistics Committee, the number of operating enterprises with foreign capital in Kazakhstan has
remained unchanged over the past decade

It is noteworthy that the entire period under review was accompanied by a gradual reduction in the tax
burden by reducing the rates of consumption taxes and income taxes. However, this did not cause a
corresponding increase in foreign capital inflows. This fact once again confirms that the existence of a
comfortable tax regime cannot guarantee the proper investment attractiveness of the economy, which also
depends on many other parameters.

At the moment, low tax rates for Kazakhstan remain the main element of competitiveness in terms of
economic integration with Russia, Belarus, Kyrgyzstan and Armenia, as there are a number of disadvantages in
other economic parameters.

The competitiveness of Kazakhstan's manufacturing sector depends mainly on soft tax conditions. A
striking example of this is the fact that the gradual increase in excise tax rates in Kazakhstan to the level of rates
applied in Russia under the Treaty on the EAEU (sec. XVII «Taxes and taxation»), led to a decline in the
profitability of some industries. Thus, after a two-fold increase in the excise tax rate for alcohol products in
2014, there was an immediate 24-percent decline in alcohol production in the same year.

Returning to the fact that the EEU and CIS countries have a whole range of different parameters of
competitiveness, it is important to note that among the trading partners of Kazakhstan there are no less
competitive tax jurisdictions, such as Georgia, Azerbaijan, and Armenia with a lower cost of labor and capital. In
turn, Russia and Belarus together, despite less comfortable fiscal conditions, have a higher share of
manufacturing in the economy, as well as a larger size of the economy, exceeding Kazakhstan's by nine times.
Kazakhstan in this situation, with the average size of the economy by the standards of the CIS, at the same time
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has a fairly expensive labor and capital, which at the moment justifies the need to continue the priority of a
liberal tax policy. It is obvious that in this situation, Russia and Belarus, with higher tax rates, are interested in
increasing the tax burden in Kazakhstan, in order to strengthen their own competitive advantages in the region.
In this regard, there may be new challenges for Kazakhstan related to increased tax competition, especially in the
context of economic integration within the framework of the EEU and the WTO [3].

The implementation of a unified and coordinated customs and tax policy will require the development
of certain principles for the unification and harmonization of the tax systems of the EEU member States, the
following principles can be recognized as fundamental: unanimity, proportionality and subsidiarity, and non-
discrimination.

The principle of unanimity implies the development of common rules and mechanisms for taxation on
the most important and significant tax issues. For example, the establishment of a single VAT payment
mechanism based on the principle of «destination countries» allows leveling out the presence of different VAT
rates on the territory of the EEU member States. However, proclaiming the principle of unanimity does not mean
complete convergence on all tax issues. The construction of tax systems should take into account the specifics of
regional development and be based on taking into account national interests and peculiarities of the country's
development. Therefore, insignificant differences in the tax system of countries integrated into the EEU may be
related to individual characteristics of national development and do not require their full unification. At the same
time, participants in economic integration should show a certain interest in mutual convergence of positions on
issues of tax regulation of the economy, if such convergence corresponds to their economic interests [4].

In accordance with the principle of subsidiarity, the EEU countries should not change the tax system
without agreeing on the relevant changes with other parties to the agreement. Such law enforcement practices
will lead to disunited measures of tax regulation and administration of integration processes within the
community, which will ultimately affect the speed of convergence of the EAEU member States in the field of
taxes and fees.

However, it should be noted that the principle of subsidiarity is most fully implemented within the EU.
Within the framework of the EEU, the most effective way to unify tax legislation would be to establish common
tax rules and regulations for the Contracting parties, taking into account the specifics of the legislation of all the
EEU parties. However, in practice, it is quite difficult to achieve convergence on the most significant issues of
taxation due to the fact that the vector of development of the tax systems of independent States that are members
of the EEU is strictly tied to the current economic situation and prospects for economic development.

In the current conditions, the main goals of tax harmonization in the EEU in the short term should be to
bring together positions on taxation of export-import operations, as well as to prevent discrimination in internal
taxation.

The principle of non-discrimination does not allow excessive taxation of products (goods) originating
from the territory of another EEU member state in order to protect the interests of national producers of goods.
Taxation of goods originating and imported from the territory of the EEU member States is carried out according
to the rules and conditions established for national producers of goods. Non-discrimination in taxation implies
the removal of tax barriers and the unification of tax rules that provide for the freedom of movement of goods,
capital and labor within the EEU. For example, in order to ensure the freedom of movement of labor within the
EEU, the income of citizens of other countries that are members of the Union is taxed at a resident rate equal to
13 % [5].

Practice shows that it is quite difficult to consistently implement all the proposed principles when
conducting state tax policy. This is especially difficult to do within the framework of harmonization of national
tax systems, since the implementation of certain principles requires the simultaneous coincidence of many
economic conditions. Therefore, the application of the system of taxation principles within the framework of
unification represents a certain compromise. Within one national tax system, the application of tax principles is
expressed in the fact that some taxes implement some principles, and other taxes implement other principles.
Together, the use of all taxes allows the entire system of taxation principles to function. The model of a unified
tax system should be built according to a similar scheme. Depending on the goals of harmonization, priority
principles for building an effective tax system based on the existing national tax systems should be defined. All
changes should be aimed at creating conditions under which the selected principles could be implemented.

Conclusion. It should be noted that at present, the EEU parties have done a lot for the tax Association.
For example, a unified system of tariff preferences of the Customs Union and the EEU has been created, the
purpose of which is to promote the economic development of developing countries. For such countries, as we
know, the rates of import customs duties are 75 % of the rates of import customs duties of the Unified customs
tariff. The preferential rate has a beneficial effect on business in developing countries.

An equally important aspect of tax integration is the integration of information systems of the EEU
member States based on the exchange of tax information. For these purposes, the bodies of the EAEU member
States signed a Protocol on the exchange of information in electronic form on October 8, 2014, which
significantly improved tax administration and strengthened control over taxpayers. In 2015, Russia launched a
service that allows the EEU countries to submit an application for the import of goods from the territory of a
member state of the EEU, as well as information about the payment of indirect taxes. The exchange includes
information about the payment of indirect taxes and tax benefits provided.
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Thus, the convergence of tax administration norms and the organization of information exchange
between the tax authorities of the EAEU member States should be considered as a positive construction aimed
mainly at the harmonization and unification of their tax systems. Moreover, interaction on information exchange
in the tax sphere is carried out both in the interaction of tax and customs services within the community of five
States, and with international state organizations of third countries.

Tax integration is in its active phase, as evidenced by numerous recent regulations that provide for
gradual convergence in the main areas of tax policy and the tax system as a whole. At the same time, the adopted
normative and legal acts should be primarily aimed at improving indirect and direct taxation. In the area of
indirect customs tariff and tax regulation, it is necessary to ensure maximum convergence of positions and
unification of tax rules. In the area of direct income and property taxation, it is necessary to improve the
coordination process between the EEU authorities in order to eliminate fiscal barriers and prevent
discrimination [5].
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DKoHomuKanvlK unmezpayus sxcazoaiivinoa Eypazusanvlk IKOHOMUKATIBIK 00aKKA
Myute MmemieKemmepoiy canvlK Heyiuecin yiunecmipy

Byn Makamaga SKOHOMHKANBIK JKOHE BalIOTamblK OJakTapra MyIIe eIepIiH CalbIK CasCaThIH
yinecTipyaiH Heri3ri MyMKiH OarbITTapbl KapacThIpbLIagbl. OHIPIiK MHTErpalMsUIBIK OipJIeCTIKTEpAEri CalbIK
KYPaJIIapbIHBIH PETTEYI peli OaraiaH bl

MaxkaaHbIH ©3€KTLIIr — QJIEMHIH TYPJi alMaKTapbIHAaFbl MHTETPALMSIIBIK YIACPICTEPAiH Keaenaeyi
MeH (HUCKAIABIK cascaT aca MaHbI3AbI Ooybil OTBIp. COHIBIKTAH, OPTYPJi FBUIBIMH MEKTEN OKUIACPiHIH
3epTTeyiepinae (UCKANABIK KypaMAacTapAblH TYPJi KaybIMAACThIKTapFa MYIIESIACPAiH SKOHOMHKACHIHA
ocepiH Tajmmayra kem keHil Oemninemi. COHBIMEH Karap, OKOHOMHUKAJBIK OJaKTap Oa CallblK CalTyabl
YHBIMIIACTBIPY TOCiImepi alTapiplkTall epekiieneHeni. Eypaswsiiblk dKOHOMUKANBIK onakrarsl (EADO)
MHTErpalMsUIBIK YIACPICTEPAIH JKaHIAHYybl MyIlle MEMIIEKETTep/iH CalblK Caly CallaChlHIaFbl 3aHHAMACBIH
YKaKbIHIACTBIPY KaKeTTuTiriH Herizaelai. COHBIMEH Katap, jkaHama CaJIBIKTap Typasibl 3aHHAMaHbI YHIECTipy
JKoHe Oipi3meHaipy acipece ©3eKTi, OWTKeHi Oyil cambikTap Oara Oenrijeyre alTapibIKTali ocep eTeli KoHe
OrOJKET KipicTepiHiH enoyip OemiriH KamTamachki3 ereai. Makanma aBTOpHapbIHBIH mikipinme, EADO —
JAMHTETPAIMSHBI TEPCHIETY JKaFAalbIHIA KATBICYIIBI SIICPIIH CANbIK KYHEICPiH NOHEKTI KaKbIHIACTHIPYIbI
KaMTaMachl3 €TETIH MEMJICKETTIK JKOHE YITTHIKTAH JKOFaphl OpraHap apachlH/ia CAIBIKTHIK PETTEY CaTaChIHIAFbI
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OKUIeTTIKTI 0oy xyprizineai. COHbIMEH KaTap, IKOHOMHKAJIBIK KaFaaiasl skone EADO Oapiblk Mylienepinig
MYZJIeNIepiH eCKepe OTBIPBIN, CaNbIK XYHelIepiH YilecTipy Macenenepi epekiie e3eKTinikke ue oonaasl. Onak
meHOepiHie KocapiiaHFaH CalblK calybl oo OOWBIHINA INapanap YCHIHBUIAABI. ABTOpJIap OIAK enjepiHie
CaJTBIK CaITy[IBl YHIIECTIpY KaXKETTUIIr Typajsl KOPBITRIHABIFA Keneni, 0y EADO aymarsiHIa BamoTa atMarsiH
KaJBIITACTHIPY YIIIH CaKTATybl KQKET IIapT OOJybI THIC.

Tyitingice3aep:canbikTap,  calblK cally, CalbIK JKYHeci, CaNBIKTBHIK YHIECTipy, SKOHOMHKAIBIK
HHTETpaLys.
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Fapmouumuuﬂ HAJ10206blX cucmem cmpan-4ienoe Espaxuﬁcxozo IKOHOMUYUECKO020 Co3a
6 yciosusax IKOHOMUUECKOTL unmezpauyuu

B oannoii cmamve paccmampusaromecsi 0CHOGHbIE B03MOJICHbIE HANPABIEHUS KOOPOUHAYUYU HATIO20801
NONUMUKU CMPAH-YAEHO8 IKOHOMUYECKUX U BaNIOMHbIX c010308. Oyenena pe2yismopHas poib HANO208bIX
UHCPYMEHMO8 8 PESUOHATIbHBIX UHMESPAYUOHHBIX 00beOUHeHUsX. AKmyarbHocms cmamvl 00yCl06/1eHa mem,
Ymo ¢ yCcKOpeHmuem UHMeZPAYUOHHLIX NPOYECCO8 6 PA3IUUHbIX PEeSUOHAX MUpd OUCKATbHAS NOAUMUKA
cmanosumcsi 0cobenno eascnou. Ilosmomy 6 uccredoganusx npedcmasumeneii pa3IUyHbIX HAVYHLIX UWKOJ
bonvuioe 6HUMAHUE YOeNAemcs AHANU3y GIUAHUS (DUCKATLHOU COCMABIsaouell Had IKOHOMUKYU CIPAH-YIEHO8
Ppaznuunblx accoyuayuti. B mo oice epemsi n0OX00bl K 0peanu3ayuil Hai0200010AHCeHUsL 8 IKOHOMUYECKUX COI03AX
CywWecmeenno pasudaromes. Axmueuzayus uHmezpayuoHHvlx npoyeccos 6 Espasutickom >3KoHOMUUECKOM
corze (EADC) obycnosnueaem HeoOX00uMOCmb COMUNCEHUS 3AKOHOOAMENbCMEA 20CY0apCme-yleHos 6
obnacmu Hanozoobnodcenus. B mo oce epems eapmonuzayusn u yHuQurayus 3aKkoH00AmenbCmed 0 KOC8eHHbIX
HAN02ax 0COOEHHO aKmyanbHd, NOCKOILKY 9MU HAL02U OKA3bIBAION 3HAYUMENbHOE GUAHUE HA YEHOOOPA308aHUEe
u obecneyusarom 3HAYUMENLHYIO YaACMb 00X0008 Orwddcema. Ilo MHeHul0 a8MoOpos cmamvl, 8 YCI08USAX
yenyonenusi unmeepayuu ¢ EAIC npoucxodum pacnpedenenue nonwomouuti 6 0061acmu  HANO208020
PeYIUPosanust  Medcoy  20CYOAPCMEEHHbIMU U HAOHAYUOHANLHLIMU — OP2AHAMY, — 0becnevusaowumu
nocneo006amenvbrHoe COIUICeHUe HAN0208bIX cUCmem yuacmeyiowux cmpan. Ilpu smom onpocwl eapmonuzayuu
HA0208bIX CUCMEM C Y4emoM IKOHOMUUeckou cumyayuu u unmepecos ecex unenos EADC npuobpematom
ocobyto akmyanvrocmo. Ilpednazaromes mepsl nO YCMPAHEHUI0 080UHO20 HANO2000I0HCEHUS 8 PAMKAX COI03d.
Aemopsl npuxo0am K 661600y 0 MOM, YMO 8 CIMPAHAX COI03A HEOOXOOUMA 2APMOHUZAYUS HATI0200010HCEHUs,
cooelicmayiouas opmMuposanuio 8aiomHou 301uel Ha meppumopuu EAIC.

Knrwouegvie cnosa: manozu, HAN0200010%CEHUE, HANO208ASL CUCEMA, HALO208A 2APMOHUAYUSL,
IKOHOMUYECKAS UHMESPAYUSL.



