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HARMONIZATION OF TAX SYSTEMS OF THE MEMBER STATES
OF THE EURASIAN ECONOMIC UNION

The relevance of this article is reflected in the need for a comprehensive study and comparative
analysis of the tax systems of the countries of the Eurasian economic Union in the context of globaliza-
tion of the world economy. The main purpose of the article is to conduct a comparative analysis of the
elements of the tax systems of the EAEU countries and identify the existing problems that prevent har-
monization. The object of the article is the tax systems of the countries of the Eurasian economic Union.

Analyzing the data from the article on VAT, significant problems were identified. Taking into ac-
count the special importance of VAT in foreign trade, the necessary measures are proposed to solve the
problems of unification of the tax legislation of the member States of the Eurasian economic Union.

This article contains introductory information for future research on the harmonization of tax sys-
tems. The Eurasian economic Union is a fundamentally new object of socio-economic research, so the
study of the peculiarities of its formation and functioning, as well as its place in the global process of
globalization is of great scientific interest.

Tax relations are present in all sectors of the world economy, therefore in the conditions of globaliza-
tion of the world economy, it is important to consider the tax implications accept integration solutions.
It is well known that the main components of the tax system are indirect taxes, in particular VAT. The
study of the state of VAT collection and the development of new approaches to improve, in our opinion,
attracts a certain scientific and practical interest in the integration of the tax systems of the participating
countries.

Key words: Eurasian economic Union, globalization, tax system harmonization, integration, indirect
taxes, VAT.
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EADO KaTbICyllbl eAAEPAIH, CAAbIK XKYHeAepiH rapMOHU3aLUaAdy

MakaAaHblH ~ ©3eKTIAIr  9AeMAIK  3KOHOMMKaHbIH,  >kahaHAaHybl  >KaraarbiHAQ — Eypasusiabik,
3KOHOMMKAABIK, 0AAKKA MYLLE EAAEPAIH CAAbIK, XKYMEAEPiH XKaH->KaKTbl 3epPTTey >KOHE CAAbICTbIPMAAbI
TaAAQy >KYPri3y KaXKeTTiAiriHae kepiHic Tabaabl. MakaAaHblH Herisri makcaTtbl — EADO eaaepiHiH
CaAbIK, >KYMeCiHIH 3AeMeHTTepiHe CaAbICTbIPMAAbl TaAAQy >KYPridy >KoHe rapMoHu3auusra Keaepri
KeATipeTiH npobAemMarapAbl aHblkTay. Makara 06bekTici EypasmnsAbiK 3KOHOMMKAABIK, OAAK, EAAEPIHIH
CaAbIK, XXyneAepi 60AbIN TabblAaAbI.

KKC KkatbiCTbl MakaAaAaH aAblHFAH MOAIMETTEPAI TaAAail OTbIPbIN, eAeyAi npobaemanap
aHblkTanabl. CbIpTKbl cayAaHbl Xy3ere acblpy KesiHAe KKC-HbIH epekile MaHbI3AbIAbIFbIH eckepe
OTbIpbIn, Eypasusiabik, 3KOHOMMKAAbIK OAAKKA MYLLE EAAEPAIH CaAblK 3aHHamacbiH 6ipi3aeHAipy
npoGAeMaAapbIH LLELLY YILiH KaXXeTTi lapaAap YCbIHbIAAbI.

byA Makara caablk >KyreAepiH yihAecTipy 6oibiHIa 6OOAaliak, 3epTTeyAep YLIiH TaHbICTbIPY
aKnapaTbiH KamMTHAbl. EypasnsAbik 3KOHOMMKAABIK, OAAK, — OAEYMETTIK-DKOHOMUKAABIK, 3ePTTEYAEPAiH
NMPUHUMNTI )KaHa 06bEKTICi, COHABIKTAH OHbIH KAAbINTACybl MEH >KYMbIC iCTEY epekKILEeAiKTEPiH 3epTTey,
COHAQM-aK dAeMAIK xahaHAaHy YAEpPiCIHAEr OPbIH YAKEH FbIAbIMU KbI3bIFYLbIAbIK, TYAbIPAAbI.
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CaabIK, KaTblHAaCTapbl SAEMAIK LIAPYaLLbIAbIKTbIH 6apAbIK, CaraAapbiHAa 6ap, COHAbIKTAH BAEMAIK
DKOHOMMKaHbIH >kahaHAaHybl >KaFaarbiHAQ KabblAAQHATBIH MHTErPaUMSABIK, LIEWIMAEPAIH CAAbIKTbIK,
CanAQpblH eckepy MaHbI3Abl. CaAblK, XKyMeciHAeri Herisri KypaybllTap ><aHama CaAblKTap, aTarn
anTkaHaa KKC 60Abin TabbiAatbiHbl >kaAmnbiFa MaAiM. KKC aAy >karaarbiH 3epAEAEY JKOHE >KETIAAIpY
GoMblHILIA >KaHa TaciAAepAl 83ipAey, 6i3AiH OMbIMbI3WA, KaTbICYLlbl EAAEPAIH CaAbIK, >KYMeAepiH
MHTErpaumsiAay XaraambiHAQ GEATIAI 6ip FBIAbIMMU-TIPAKTUKAADBIK, KbI3bIFYLUbIAbIK, TYAbIPAbI.

Tyiiin ce3aep: EypasmsiabiK, 3KOHOMMKAAbIK, 0AAK, >kahaHAaHy, CaAbIK, XKYMECIH rapMoHM3aLmsiAay,
MHTerpaums, >xaHama caabiktap, KKC.
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FapMoHu3aL s HaAOroBbiX cMCTeM cTpaH-y4yacTHul, EADC

AKTYaAbHOCTb AQHHOW CTaTbM OTpaXkaetcsi B HEOBGXOAMMOCTM BCECTOPOHHEro M3ydeHus U
NPOBEAEHMS CPABHUTEABHOIO aHaAM3a HAAOrOBbIX CMCTEM CTpaH EBpa3mickoro 3KOHOMMYECKOro
colo3a B YCAOBMSIX TAOGAAM3ALMM MMPOBOM 3KOHOMMKM. OCHOBHAsl LEAb CTaTbM — [POBECTU
CPaBHUTEAbHbIA aHAAM3 IAEMEHTOB HAAOroBblXx cucteM ctpaH EADC u BbIIBUTL MMelolmecs
npobAembl, NPensaTCTBytoLMe rapMoHm3aumm. O6bEKTOM CTaTbM SIBASIOTCS HAAOTOBbIE CUCTEMbI CTPaH
EBpa3nincKoro sKOHOMMYECKoro coto3a.

AHaAM3Npys AaHHble M3 ctaTbu kacateAbHo HAC, ObiAM BbISIBAEHbI 3HAUMTEAbHbIE MPOBAEMBI.
YuntbiBas ocobyio BaxxHocTb HAC npu oCyleCcTBAEHUN BHELIHEN TOPrOBAM, AASI PeLLEHMs NMPoBAem
YHU(pPMKaALMM HAaAOrOBOrO 3aKOHOAQTEAbCTBA CTPaH-YAEHOB EBpasmMinicKoro 3KOHOMMYECKOro coto3a
NPEAAO>KEHbI HEOOXOANMbIE MEpbl.

AaHHas CTaTbsl COAEP>KUT O3HAKOMUTEAbHYIO MHGOPMaLMIO AAS OYAYLIMX WUCCAEAOBAHWMIA MO
rapMOHM3aLMM HAAOT OBbIX CUCTEM. EBPa3MinCKmnii 5KOHOMMYUECKMI COI03 — MPUHLMMMAABHO HOBbIN OO beKT
COLMAAbHO-3KOHOMMYECKMX MCCABAOBAHMIA, MOITOMY M3yueHne 0COGEHHOCTe ero (POPMMPOBAHMS 1
(PYHKUMOHMPOBAHMS, @ Tak>Ke MEeCTO B MMPOBOM MpoLecce robaAm3almm npeacTaBAseT GOAbLION
Hay4HbI MHTEpecC.

HaaAorosble OTHOLLEHWS MPUCYTCTBYIOT BO BCEX Chepax MMPOBOro XO35MCTBa, MO3TOMY B YCAOBUSIX
rA06aAM3aLMM  MUPOBOM 3KOHOMMKM BAXXHO Y4YMTbIBAaTb HAAOIOBblE MOCAEACTBUS MPUHUMAEMbIX
MHTErpaumoHHbIX petieHnin. O6LEen3BeCTHO, YTO OCHOBHbIM COCTABASIOLIMM B HAAOTrOBOM CUCTEMe
ABASIOTCSI KOCBEHHble HaAaoru, B yactHocTv HAC. M3yuenune coctosHung Baumanms HAC v paspaboTka
HOBbIX MOAXOAOB O COBEPLUEHCTBOBAHMIO, HA HaAll B3rAgA, MPUBAEKAET OMNPEAEAEHHbIM Hay4HO-

NPakKTUYHbIA MHTEPEC B YCAOBUSIX MHTErPaLMM HAAOFOBbIX CUCTEM CTPaH-y4aCTHML,.
KAtoueBble caoBa: EBpasmiickimini SKOHOMUYECKMI COI03, TAOGAAM3aLIMS, FTAPMOHM3ALIMS HAAOTOBOM

CUCTEMbI, MHTEerpauus, KocBeHHble Haaorn, HAC.

Introduction

Taxes are the main and most effective instrument
of'state regulation in the sphere of interstate economic
relations. This is due to the growth of transnational
corporations and financial and industrial groups and
their influence on the world economy, the deepening
and development of specialization and cooperation
of production on an international scale. Under the
economic Union, in addition to the General customs
policy and the free movement of resources, it is
necessary to coordinate macroeconomic policy in
key areas, such as currency, budget, tax, etc.

In modern conditions in the world economy
with the development of regionalization and
integration appeared the category of new economy
— globalization.

Globalization of the economy creates additional
problems in the implementation of financial and tax
policies.

In the context of globalization, there is a certain
harmonization of tax systems and tax policy. There
will be a unification of different countries’ tax
systems, which requires the harmonization of the
main indicators and mechanisms of the tax system,
the tax law of different countries, the solution of
double taxation and taxation of investment activities.

The experience of economic integration within
the European Union demonstrates that taxes
within the framework of state regulation began
to play a qualitatively new role, i.e. the tax has
an external function. The new function of the tax
can be described as an integration function aimed
at regulating foreign economic and foreign trade

334 Xabapusl. Dxonomuka cepusicol. Nel (127). 2019



Ermekbaeva B.Zh., Mukhadil Zh.E.

operations. Taxes are becoming one of the tools
for the formation of a common economic space for
States connected by economic, regional and political
interests.

Harmonization of tax systems is a complex and
lengthy process involving the unification of indirect
and direct taxation, harmonization of tax legislation,
the development ofaunified tax classification system,
the creation of various international institutions and
organizations dealing with tax issues. In the world
practice, the experience of the member States of the
European Union can be noted as vivid example of
harmonization of tax systems. Harmonization of tax
systems between EU member States began with the
unification of indirect taxation.

In modern conditions, with the formation of the
EAEU, one of the main problems is the problem in
the field of harmonization of the tax system.

Globalization of the economy is impossible
without the unification of the tax systems of the
member States, as the tax system and the tax
mechanism supposes adaptation to universal
requirements.

This problem is of particular relevance within
the framework of the EAEU.

In the framework of the EAEU harmonization
of the customs tariffs to a certain extent integrated,
but in the area of taxes, especially indirect taxes
harmonization is still not solved.

Materials and methods

This article uses as a material normative legal
acts (tax codes of the Republic of Kazakhstan,
Russian Federation, the Republic of Kyrgyzstan, the
Republic of Armenia and the Republic of Belarus)
and data from the official Internet resources of the
tax authorities of the member States of the Eurasian
economic Union, also studied the works of scientists-
economists of the CIS and foreign countries.

The first studied the work of economists on
this topic. Then the interest rates and the share
of VAT in the tax revenues of the countries were
compared, as indirect taxes play an important role
in the harmonization of tax systems. Analyzing
the state of VAT collection within the EAEU
countries, the main problems were identified and
ways to solve these problems were proposed. A
comparative analysis of some elements (namely:
levels of the tax system, types of taxes, composition
of tax authorities, special tax regulations) of the
tax systems of the five countries is also given.
The problems hindering the harmonization of tax
systems are revealed.
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In writing the work, depending on the
characteristics of the tasks to be solved, various
methods of economic research were used: abstract
and logical-in setting the goals and objectives of the
research; comparative analysis — in determining the
positive and negative trends in the implementation
of the Eurasian integration project and in the study
of other problems considered in the work; inductive
and deductive methods — in identifying the mutual
benefits of EAEU formation for its members and
potential partners.

The article uses the methods of system and
descriptive analysis, scientific abstraction, system
approach. A brief analysis of the authors’ works
investigating this problem is given. System
analysis is a scientific method of cognition, which
is a sequence of actions to establish structural
relationships between variables or constant elements
of the system under study.

Descriptive method is a type of scientific method,
which is a system of procedures for the collection,
primary analysis and presentation of data and their
characteristics. In the article the description precedes
the in-depth (actually scientific) research, supplying
samples and material for the deployment of further
scientific procedures and methods regarding the
harmonization of tax systems of the EAEU member
States .

The method of scientific abstraction-a method
of economic theory, which allows to exclude
from the consideration of individual non-essential
relationships between the subjects of the economy
and focus on the consideration of several subjects.
System approach in Economics is a methodological
direction of scientific research, which consists
in a comprehensive study of the economy as a
whole from the standpoint of system analysis and
synthesis. In this article, the harmonization of tax
systems of the EAEU member States is considered
from all sides of the economic aspects.

The purpose of this article is to conduct a
comparative analysis of the tax systems of the
members of the Eurasian economic union. The
object of the study is the tax systems of the relevant
countries. The results of the analysis can be used
as additional information for future studies on the
harmonization of tax systems of countries.

Literature review

The topic of harmonization of the tax systems
of the countries of the Eurasian economic union
began to be studied by scientists and economists
more than 10 years ago, when the first steps towards
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the creation of the Customs Union were made. This
topic was first considered by Russian economists.

Economists mainly focused on normative-legal
acts, the differences in the mechanism of certain
taxes, in particular VAT. On the other hand, a
comparative analysis of the elements of the tax
systems of individual countries-participants of the
EAEC need for a harmonization process, therefore
the topic of the article is relevant in the current
economic conditions.

Economists A. Razin and E. Sadka consider
the main approaches to the characterization of tax
harmonization (Razin et al., 2015).

Analyzing the different approaches of
scientists to the process of harmonization, we
concluded that the most specific is the opinion of
the Russian scientist Y. S. Rachinskaya, which
offers to treat harmonisation as a systematic and
purposeful activity of financial and tax services
of the States, needed to overcome tax obstacles to
sustainable economic growth, tax discrimination
and stimulating the global integration processes
(Rachinskaya, 2016).

According to M.I. Krotov, the Eurasian economic
Union is the largest integration Association in the
territory with a potential market capacity of 4-4.2%
of world GDP. And the EAEU was created in order
to comprehensively modernize, cooperate and
improve the competitiveness of national economies
and create conditions for stable development in order
to improve the living standards of the population of
the member States.

Also, Krotov predicts that in 10 years, by 2025,
the GDP of the EAEU countries only due to the
integration effect should grow by 20% (Krotov,
2015).

A Russian economist E. G. Petrosian interprets
that the study of the experience of the European
Union in the field of harmonization of tax legislation
shows that first of all it is necessary to regulate
relations in the field of indirect taxation, in particular
the collection of VAT and excise duties (Petrosian,
2016).

According to Gleason the newly established
EAEC will have substantially stronger coordinating
powers than its predecessors. According tothe EAEC
charter, the 20 organization will be empowered
to represent the interests of the signatory states in
international organizations (Gleason, 2003).

Unification of excise taxation does not provide
for the introduction of common excise rates for
excisable goods, it only requires a convergence of
positions with respect to the list of taxable goods
and the general level of taxation (Zorina, 2015).

The article also studied the works and studies of
Russian and foreign scientists and economists.

Results and discussion

The role of harmonization of tax systems in
the context of globalization and integration of the
EAEU is noted. It was described a system of levying
indirect taxes in the EAEU countries: practice,
methods and problems. Ways of improving VAT
within the EAEU countries in modern conditions
are formed.

Tax harmonization is the systematization of
taxation, unification of tax rates, coordination of tax
systems, as well as tax administration of countries
belonging to international regional groups and
associations. The need to harmonize taxation is to
unify the structures and principles of taxation, the
general directions of tax reforms, the harmonization
oftax policy and national law. All this is due to factors
such as foreign economic relations between states.
This relationship can have a beneficial effect on
domestic legal regulation and economic relations in
accordance with international principles and norms
of economic law; foreign policy circumstances.

In the economic literature the following main
approaches to the characteristic of tax harmonization
are considered:

— tax harmonization as systematization and
unification of taxes, coordination of tax systems and
tax policies of countries;

—tax harmonization as
establishment of equal tax rates;

— tax harmonization as elimination of differences
or inconsistencies between tax systems of different
jurisdictions;

—tax harmonization as coordination and
normative fixing of provisions of international
treaties in the domestic legislation or changes of
acts of the national legislation having the purpose of
application of uniform norms and rules;

— tax harmonization as the creation of national
financial systems corresponding to a number of
common economic goals (Razin et al., 2015)

Analyzing the different approaches of
scientists to the process of harmonization, we
concluded that the most specific is the opinion
of the Russian scientist Y.S. Rachinskaya, who
offers to treat harmonisation as a systematic and
purposeful activity of financial and tax services of
the states, necessary for overcoming tax obstacles
to sustainable economic growth, tax discrimination
and stimulating the global integration processes
(Rachinskaya, 2016).

unification, 1i.e.

336 Xabapusl. Dxonomuka cepusicol. Nel (127). 2019



Ermekbaeva B.Zh., Mukhadil Zh.E.

The Eurasian Economic Union is an international
organization of regional economic integration with
international legal personality and established by
The Treaty on the Eurasian economic Union. The
Eurasian economic Union began to operate on
January 1, 2015.

In its development, the Eurasian economic
integration has passed two stages: the Customs
Union and the Common economic space and entered
the stage of the Eurasian economic Union. After the
adoption of the Customs code of the Customs Union
in 2009, the Customs Union of Belarus, Kazakhstan
and Russia functioned from 2010 to 2011. It was
distinguished, firstly, by the application of a Single
customs tariff and other measures of regulation of
foreign trade in goods with third countries, secondly,
the free movement of goods between the territories
of the member States without the use of customs
Declaration and state control (transport, sanitary,
veterinary-sanitary, quarantine, phytosanitary),
thirdly, the introduction of a mechanism for
crediting and distributing the amounts of import
duties, their transfer to the income of the budgets
of the member States (87% — Russian Federation,
7.25% — Kazakhstan, 4.65% — Belarus, 1.1% —
Armenia) (Krotov, 2015).

The success of the Customs Union allowed its
participants to move to a higher level of integration:
to form a single economic space from 2012 to 2014.
It meant, firstly, the implementation of a coordinated
macroeconomic policy to create a common market
not only for goods, but also for services, capital and
labor, and secondly, the creation of the Eurasian
economic Commission as a regulatory body for the
formation of a single economic space and, thirdly,
the assignment to the court of EurAsEU in the
format of judges from three States of the function
of the Eurasian court. The entry into force of the
EAEU Treaty made it possible to give Eurasian
integration the necessary international legal form.
The Eurasian economic Commission and the court
of justice of the Eurasian Economic Union received
the necessary legal personality as bodies of the
EAEU. At this stage of Eurasian integration 71
barriers were removed and a program of gradual
removal of the remaining barriers (229) was planned
until 2025 (Krotov, 2015).

The EAEU ensures freedom of movement
of goods, services, capital and labor, as well as
coordinated or unified policy in the sectors of the
economy.

Members of the Eurasian economic Union:

— Russia

— Belarus

ISSN 1563-0358
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— Kazakhstan

— Armenia

— Kyrgyzstan (The customs code of the EAEU)

The population of the above countries is 167
million, a total GDP of USD2 trillion and a goods
turnover of USD 900 billion (Krotov, 2011).

The main aims of Customs Union and Common
Economic Area:

— Enhancement of tax cooperation;

— Ensuring the economic security;

— Enhancement of cooperation in respect of
migrant workers;

— Development of supranational institutions
(Tyutyuryukov, 2015).

The signatories strongly supported the idea
of maintaining closely coordinated CIS-wide
economic policies through common monetary,
customs, employment, tax, and investment policies
(Gleason, 1992).

The Eurasian economic Union is the largest
integration Union with a potential market capacity
of'4-4.2% of world GDP (Krotov, 2015). The EAEU
was created in order to comprehensively modernize,
cooperate and improve the competitiveness of
national economies and create conditions for stable
development in order to improve the living standards
of the population of the member States.

The EAEC is substantially different from its
predecessors. First of all, The EAEC arrangements
include a weighted voting and 19 financing scheme
(Islamova, 2001).

The newly established EAEC will have
substantially stronger coordinating powers than its
predecessors. According to the EAEC charter, the
20 organization will be empowered to represent
the interests of the signatory states in international
organizations (Gleason, 2003).

As an organization, the EAEU consists of
several governing bodies, in which member states
are equally represented. These are the Supreme
Council (meeting at the level of heads of state), the
Intergovernmental Council (meeting at the level of
heads of government), and the two-tier Eurasian
Economic Commission (Dragneva et al., 2017).

The Supreme governing body is the Supreme
Council, which consists of the heads of member
states. Next is the intergovernmental Council. It
consists of Prime Ministers whose main task is to
consider strategic issues of economic integration.
A judicial body has also been established, which
is responsible for the use of contracts within the
Union. The Eurasian Economic Commission (EEC)
is a regulatory body that provides all conditions
for the development and functioning of the Union,
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as well as the development of new proposals in
the economic sphere for the EAEU (Musina et al.,
2015).

For 10 years, by 2025, the GDP of the EAEU
countries should grow by 20% only due to the
integration effect. This, of course, will be facilitated
by the targeted development of intra-Eurasian
competition on the basis of creating equal economic
conditions for business structures and employees of
the EAEU member States. Thus, the competition
of customs services has significantly accelerated
and simplified customs clearance. Competition of
jurisdictions leads to the transfer of capital to countries
with better economic conditions. For example, VAT
in Kazakhstan is about 12%, in the Russian Federation
—18%, in Armenia —20%. It is obvious that over time
the Eurasian tax legislation should be harmonized
and even unified (Krotov, 2015).

The entry into Force of the Treaty on the
establishment of the EAEU led to the simultaneous
abolition of the preceding regional economic
Association — the Eurasian economic community
(EurAsEC) (Pazilov, 2016).

The study of the experience of the European
Union in the field of harmonization of tax legislation
shows that firstly it is necessary to regulate relations
in the field of indirect taxation, in particular the
collection of VAT and excise taxes. This is due to
the significant role of these taxes in pricing in mutual
trade between the countries, as well as their share
in the tax revenues of the participating countries
(Petrosian, 2016).

Within the EAEU, free movement of goods,
services, capital and labor is ensured, as well as
coordinated or unified policy in the sectors of
the economy defined by the EAEU Treaty and
international treaties within the EAEU (Ivanova,
2016).

The agreement defines the tax base for the
purposes of VAT and excise duties on imports of
goods, and when importing works and services,
the tax base, indirect tax rates, the procedure for
their collection and tax benefits (tax exemption) are
determined in accordance with the legislation of the
country whose territory is recognized as the place of
sale of works or services.

The Treaty provides that the rates of indirect
taxes in mutual trade when importing goods into
the territory of a member state shall not exceed the
rates of indirect taxes imposed on similar goods
when they are sold in the territory of that country,
but does not specify the minimum rates to be applied
by member States, as it is done in the EU, where the
minimum rates of indirect taxation for all member
States are established (Petrosian, 2016).

The most significant in the system of customs
payments are, of course, customs duties (import and
export) and taxes (VAT and excise duties levied
by the customs authorities when importing goods
into the customs territory of the customs Union)
(Sbezhnev, 2016).

Nevertheless, the Agreement specifies the
conditions under which indirect taxes will not be
levied when importing to the territory of the EAEU
member state. These rules will help to avoid:

— unfair and price competition;

— double taxation of VAT on the import by
individuals of goods for personal consumption;

— double taxation of VAT in the transfer of
inventory by structural units of one legal entity
located in different member States of the EAEU.

The table 1 shows the VAT rates of the EAEU
members.

As can be seen from the data in table 1,
each country has its own policy regarding VAT
collection. The amounts of indirect taxes payable
on goods imported into the territory of one member
state from the territory of another member state
shall be calculated by the taxpayer at the tax rates
established by the legislation of the member state in
the territory of which the goods are imported. But
despite the differences in rates, the list of goods to
which the reduced VAT rates apply is practically
the same: it is the export of goods and services and
international transportation.

Analysis of the structure of tax revenues shows
that VAT is one of the main taxes. As it is shown in
table 2.

As can be seen from table 2, VAT accounts for
more than 25% of all tax revenues in the countries,
so we support the opinion of scientists that the
harmonization of tax systems should start with
VAT. Here, in our opinion, the experience of the EU
countries is interesting. VAT can be considered the
main budget-forming tax.

The practice of VAT collection, studied by
scientists allowed to highlight the following:

—in all five countries there is no single VAT
rate, preferential rates or conditions of exemption
from value added tax are allocated;

—in all EAEU members VAT is charged at the
place of registration;

— VAT amounts paid on goods imported from
the EAEU members are subject to deductions in the
General order;

— the right to deduct VAT arises from the
taxpayer-importer not earlier than the period in
which VAT on imported goods is paid and reflected
in the relevant tax Declaration and application for
import of goods (Murzagaliev, 2015).
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Table 1 — VAT rates in the EAEU countries, 2017

Total rate L Reduced rate Non-taxable
Country (%) Tax base for application of reduced rate (%) level

Republic of Kazakhstan 12 Export of gpods aqd services. International 0 )

transportation services, etc.

Sales of goods for children, printed periodicals and

X 10 -

books, medical goods
Russian Federation 18 Export of goods and services, as well as goods subject

to the free customs zone. International transportation 0 -

services

Realization of the products of plant growing, animal

husbandry, fish farming and beekeeping produced in 10 -

Republic of Belarus

the Republic of Belarus

Sale of goods at recommended retail prices including
20 VAT

9,09 and 16,67

Import from the CU member States of diamonds and

other precious stones for production needs 0,50 )
Export of goods and services 0 -
Republic of Armenia 20 Export of goods aqd services, international 0 140 534.7 doll.
transportation services, etc.
Republic of Kyrgyzstan 12 Export of goods and services, etc. 0 74 539,3 doll.

Sources: The tax code of the Russian Federation, The tax code of the Republic of Kazakhstan, The tax code of the Republic of

Belarus, The tax code of the Republic of Kyrgyzstan, The law of the Republic of Armenia «About value added tax»

Table 2 — The share of VAT in the tax revenues of the EAEU members for 2017

Republic of . . . Republic of Republic of
Country Kazakhstan Russian Federation | Republic of Belarus Kyreyzstan Armenia
Tax revenue 6810,8 (bln tenge) | 19139,8 (bln rub) 26,3 (bln rub) 91,5 (bln som) 1,115 (trln dram)
VAT 1664,7 (bln tenge) 5137,6 (bln rub) 9,2 (bln rub) 23,4 (bln som) 0,27 (trln dram)
The share of VAT in 24,44% 26,84% 34,9% 25,6% 24.8%
tax revenue

the Republic of Armenia

Sources: Federal state statistics service of the Russian Federation, Ministry of national economy. The statistics Committee, National
statistical Committee of the Kyrgyz Republic, National statistical Committee of the Republic of Belarus, Statistical Committee of

Analysis of VAT in the framework of the EAEU
allows noting the following problems:

1.Different terminology when defining the
objects of the VAT, different list of components
of objects of the VAT, and also objects that are not
objects of VAT taxation;

2.Different conditions for the application of
tax deductions (offset) of VAT amounts, as well
as different methods for calculating the amounts of
VAT to be deducted (offset)

3.Significant differentiation of VAT rates
applied in the member States of the Eurasian
economic Union (12%, 18%, 20%).

Non-tariff barriers form a strong impediment to
free trade in the EAEU. The ad valorem equivalents
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of such barriers range from 10-30 per cent of some
countries’ export value (Vinokurov, 2016).

Taking into account the special importance of
VAT in the implementation of foreign trade, to solve
the problems of unification of the tax legislation of
the member States of the Eurasian economic Union
it is necessary:

1.Use uniform terminology in determining the
objects of value-added taxation (the experience
of the Republic of Kazakhstan, namely, taxable
turnover and taxable imports can be taken as a
basis);

2.Fix the identical list of objects of value added
tax, as well as objects that are not objects of VAT
taxation;
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3.Provide for the possibility of establishing
by the tax legislation features of determining the
tax base for the sale of goods (works, services) at
regulated prices (tariffs);

4.Establish an identical method of determining
the tax base when importing goods into the customs
territory. The norms of the Tax code of the Republic
of Kazakhstan can be taken as a basis, according
to which the tax base is defined as the amount of
customs value of imported goods, determined in
accordance with the customs legislation of the
relevant state, as well as payable to the budget
amounts of taxes, fees (duties) on imports, except
for value added tax;

5.Determine the unified conditions for the
application of tax deductions (offset) of value added
tax amounts, as well as use the unified methods for
calculating the amounts of value added tax to be
deducted (offset);

6.Due to the significant differentiation of the
value added tax rates applied in the member States
of the Eurasian Economic Union (12%, 18%, 20%)
it is justified to take measures to equalize the value
added tax rates and to establish a single minimum
rate of 9%.

In the process of harmonization of tax legislation
at a certain stage there is a need for unification of
the list and composition of excisable products. Too
large differences in excise tax rates for excisable
goods in States that integrate lead to a violation of
the principle of competitive equality. Therefore, in
order to prevent deep gaps in the level of taxation
of excisable goods, it is necessary to conduct a
coordinated state policy in the EAEU members
(Mambetaliev, 2015).

At the same time, unification of excise taxation
does not provide for the introduction of common
excise rates for excisable goods, it only requires
a convergence of positions with respect to the list
of taxable goods and the general level of taxation
(Zorina, 2015).

To have a complete picture of the harmonization
of the tax systems of the EAEU countries, it is
necessary to first consider and compare the elements
of the tax systems of these countries.

Table 3 presents a comparative analysis of
some elements of the tax systems of the countries
of the Eurasian economic Union, namely: levels of

the tax system, types of taxes, composition of tax
authorities, special tax regimes. Basically, the tax
systems of the above countries consist of two and
three levels.

A large number of types of taxes observed in the
Republic of Kazakhstan and the Republic of Belarus.
Despite the fact that the legislation of Kazakhstan
has provided for a large number of different taxes
and fees, it should be noted that the rates for basic
payments to the budget (income taxes, VAT, excise
taxes, etc.) are low compared not only with other
CIS countries, but also with the world.

The Russian Federation is a Federal Republic,
so in addition to local and Federal authorities, it also
has a regional one. In this regard, the tax system in
Russia is a three-stage level, taxes are divided into
Federal, regional and local. Unitary Armenia is
divided into municipalities, so the tax system has
only two stages. Apparently, in this regard, the total
number of taxes in Russia is much more than in
Armenia (only eight Federal taxes against four state
taxes in Armenia). However, it should be noted that
the rates for some Russian taxes are much lower
than Armenian ones. Thus, in Russia the minimum
income tax rate is thirteen percent, in Armenia —
24 .4 percent; the minimum VAT rate is ten percent,
and in Armenia — twenty percent.

The structure of the tax authorities of the five
countries is also similar. All tax authorities of the
countries are subordinated to the Ministries of
Finance of the respective republics.

Many tax benefits and special tax regimes are
most observed in the Republic of Kyrgyzstan and
the Republic of Belarus. Some types of special tax
regimes do not have taxes in other countries. For
example, such as: taxes on the basis of a tax contract;
tax regime in free economic zones; tax on special
funds; tax regime in the hi-tech Park (the Republic
of Kyrgyzstan).

As a result of this analysis, it can be concluded
that the main problems for the harmonization of
tax systems of the EAEU countries are a variety of
special tax regimes and tax benefits, preferences,
as well as types and interest rates of taxes. To
fully solve these problems, it is predicted that joint
system work is required for at least 5-10 years. Only
after that we can get the necessary results of system
harmonization.
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Table 3 — Comparative analysis of some elements of the tax systems of the EAEU countries

Country

Elements
of the tax systenl

Republic of
Kazakhstan

Russian Federation

Republic of
Kyrgyzstan

Republic of Belarus

Republic of
Armenia

Levels of the tax
system

- republican level;
- regional level;
- district level

- federal level,
- regional level;
- local level

- republican level
- local level

- republican level
—local level

- state level
- local level

Type of taxes

Income taxes:
Corporate income
tax; Individual
income tax; Social
tax Property taxes:
property Taxes;
Land tax; Single
land tax; Vehicle
tax; taxes on goods,
works, services
produced within the
country or imported
into the country;
VAT; excise Taxes;
Gambling tax;
Fixed tax

Foreign trade and
foreign trade taxes:
Tax on rent and
export

Federal taxes:

tax on income of
individuals; income
tax; VAT, excise;
water tax; mineral
extraction tax; state
duty.

Local taxes: land
tax; property tax of
individuals; trade
tax.

State taxes: Income
tax; value added
tax; Excise tax;
subsoil use Tax;
sales Tax.

Local taxes:
Property tax; Land
tax

Republican taxes:
value added tax;
excise taxes;
income tax; income
tax on individuals;
environmental

tax; taxes on

users of natural
resources; property
taxes; tax on
income of foreign
organizations;
Land tax; tax

on extraction
(withdrawal) of
natural resources.
Local taxes: retail
sales tax; service
tax; advertising tax

State taxes: income
Tax; Excise tax;
value added Tax
Local taxes:
property Tax; Land
tax; Hotel tax;
vehicle Parking tax

- special tax regime
based on simplified
Declaration;

- special tax regime
for peasant or farm
households

- unified
agricultural tax;
- simplified tax
system;

- patent system.

single tax;

- tax on the basis of
a mandatory patent;
- tax on the basis of
a voluntary patent;
- taxes based on the
tax contract;

- tax regime in free
economic zones;

- tax on special
means;

- tax regime in the
hi-tech Park

- single taxes:
from individual
entrepreneurs and
other individuals,
for agricultural
producers

- fee for the
implementation
of: craft activities,
activities in the field
of agroecotourism
- a single tax on
imputed income

The structure of the |- Ministry of - Ministry of - Ministry of - Ministry of - Ministry of
tax authorities Finance of The Finance of The Finance of the Finance of The Finance of The
Republic Of Russian Federation | Kyrgyz Republic Republic of Belarus | Republic of
Kazakhstan - Federal tax service - Ministry of taxes | Armenia
- State revenue of the Russian - State tax and duties and - Tax Service of
Committee of the | Federation service under the - State control The Republic of
Ministry of Finance Government of the |committee Armenia
of the Republic of Kyrgyz Republic — State customs
Kazakhstan committee
Special tax regime | - special tax regime |- a single tax on - simplified tax - simplified tax Simplified tax
based on patent; imputed income; system based ona | system A simplified tax

is a business tax
that replaces value
added tax (VAT)
and income tax.
For legal entities,
the simplified

tax replaces VAT
and income tax.
For individual
entrepreneurs,
the simplified tax
replaces VAT and
income tax.

Note — compiled by authors

Conclusion

It should be noted that it is too early to consider
that the tax systems of the members of EAEU are
perfect. There are many problems in the content,
structure, methods and forms of taxation. In this
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regard, it is legitimate to start the harmonization of
tax systems not by equalizing the number of taxes,
but by assessing the effectiveness of the tax systems
of the integrating States, and developing a coherent
tax policy that meets the interests of all members of
the economic Union.
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The furtherstrategy ofthe EAEU members should
be aimed at the implementation of a coordinated
tax policy that stimulates the development of
national economies, including the improvement of
tax legislation and administration. The proposed
measures will enhance the competitiveness of
economic entities and eliminate tax barriers affecting
the development of economic relations between the
EAEU members.

Being one of the main factors determining the
socio-economic situation of the country, tax policy
has a significant impact on the competitiveness
of the country in the international area. However,
in a rapidly developing world, where the national
economy is faced with the expansion of operations of
transnational companies, with the rapid development
of communications, with the birth and spread of new
business models, the tax policy of the individual
state is unable to cope with all the challenges alone.
Further development of the integration processes
of the EAEU and the corresponding harmonization
of tax policy are necessary to improve the
competitiveness of the participating countries in the
world market.

Based on the analysis, we can formulate
the following recommendations concerning the
development of relations between the EAEU
countries in the field of taxation:

— development of the basic principles of tax
harmonization of individuals and legal entities on
the territory of the EAEU members (just as it is
done in the EU, where these principles include
the absence of discrimination, proportionality,
legal certainty and prevention of unjustified
enrichment);

— increasing the level of information exchange
and cooperation between the tax authorities of the
EAEU countries in the field of both indirect and
direct taxation;

— establishment of common terminology for the
main types of taxes;

— the establishment of the basic provisions
and principles relating to all taxes, not bilateral
agreements and conventions, and international
treaties of the EAEU, but each type of tax must
comply with a separate treaty;

— convergence of positions on the list of
excisable goods.
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