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Tax integration in European countries: development and consequences

Abstract: conducted research is focused on a study of the process of tax integration in European countries. The

main stages of tax cooperation and key achievements of tax collaboration are summarized. Investigation of the re-

sults of the tax integration allowed to confirm existence of permanent convergence of tax systems in Europe as the

legislative and the practical level.
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Intensification of globalization processes on the current
stage of economic relationship development creates a basis
for cross-country tax cooperation. Particularly relevant tax
collaboration gets in Europe which ultimately leads to the tax
laws harmonization and tax systems convergence. The neces-
sity of tax cooperation in European country caused by objec-
tive conditions such as improvement of competitiveness of
European economies in the confrontation other centers of
the global economy, increasing the attractiveness of tax com-
petition, especially for poorer countries, minimization of tax
offenses and corruption schemes. Taking into consideration
above arguments, investigation of tax cooperation develop-
ment in Europe and its main consequences is relevant.

First of all is necessary to research the evolution of tax co-
operation process in European country. In this context should
pay attention to the research conducted by A. Pogorletskii.
Author identified four stages of cross-country tax collabora-
tion:

1 stage (second half of XIX century — 1913) — emerg-
ing of cross-country cooperation in the prevention of interna-
tional double taxation of income and property. Development
of conclusion of international tax treaties (the first agreement
was signed in 1843 between France and Belgium).

2 stage (1919-1945) — creation of the Finance Commit-
tee of the League of Nations (1920), which proposed the own
criteria of identification the place of taxation. Preparation of
the first model tax convention.

3 stage (late 1940s — mid 1990s) — preparation of the
OECD and the United Nations Model Tax Convention. The
signing of the Multilateral tax agreement of the Council for

Mutual Economic Assistance. The beginning of the process
of European tax coordination.

4 stage (late 1990s — nowadays) — starting of interna-
tional coordination of taxation of e-commerce transactions.
Interstate cooperation in opposition to destructive tax compe-
tition. Start of harmonization of direct taxes in the EU coun-
tries [6, 66].

Important step in the development of European tax in-
tegration is the creation the Intra-European Organisation
of Tax Administrations (IOTA) in 1996 — an international
organization that provides support and cooperation of tax
administrations according to their individual needs. The full
members of IOTA are tax authority of European countries.
The tax services for non-European countries can become as-
sociated membership. For nowadays IOTA unites 46 full and
associated members.

The main purpose of the IOTA is to encourage multilat-
eral assistance, exchange of information and cooperation be-
tween members through a permanent forum for tax authority,
training, organization of conferences, seminars, publications,
technical assistance on the principles of transparency, innova-
tion, professionalism and international position.

The results of IOTA activity on 2013 are 23 organized
events that include S case study workshops, 13 workshops,
2 area group meetings and 3 forums. The main topics of these
events are the development of e-tax administration strategy,
increasing of tax audit efficiency, avoidance of tax evasion, re-
ducing tax administration costs [4].

The latest achievement towards the development Euro-
pean tax collaboration is the agreement of a draft EU Direc-
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Section 13. Economics and management

tive about the automatic exchange of information between
tax administrations by Economic and Financial Affairs Coun-
cil in October 2014 [1]. This decision allows increasing the
transparency of tax processes in international context and
simplifying the work of tax authority in the area of disclosure
of tax crimes, avoiding of double taxation and minimizing of
tax evasion.

It should be mentioned that the consequences of tax in-
tegration can be considered in two directions: theoretical
level — harmonization of tax law and tax systems and practi-
cal level — convergence of the tax rates and the structure of
tax collections.

Harmonization of tax systems is the standardization and
unification of tax law and tax strategy on the principles of con-
sistency of regulation, synchronization of tax systems devel-
opment, sequence of adaptation steps, and priority of interna-
tional treaties over national legislation. The main objectives of
tax harmonization are the limitation of the negative effects of
tax competition and minimization the taxlosses from national
tax systems differences. S. Devko identifies the next directions
of tax harmonization: harmonization principles of the tax
systems; unification of tax systems structure, rapprochement
of fundamental approaches and mechanisms of tax regulation;
harmonization of concepts of direct and indirect taxation on
the basis of general principles; using of common approaches
to the organization of tax administration process [S].

It is worth noting that today necessity tax harmonization
caused by not only integration policy European country, but
also the development of new types of businesses (e-commerce,
financial cooperation), efficient and transparent functioning
of which requires uniform tax environment.

In a context of investigation the practical consequences
of tax integration it should be noted that the measures of tax
system approximation is sigma- and beta-convergence. Sigma-
convergence involves the evaluation of dispersion of tax indi-
cators between investigated countries. As a rule sigma-conver-
gence based on the calculation of the coefficient of variation
and analysis of its dynamic. Concept of beta-convergence fo-
cused on the evaluation of gaps between the current and the
base level of tax indicators. The presence of beta-convergence
shows that the jurisdiction of higher value of fiscal distances
approaching to the average level of indicator faster than juris-
dictions that have lower fiscal distances. Calculation of beta-

convergence can also define an annual pace of cross-country
tax indicators approximation.

The studying of tax convergence in EU-15 in a period
1965-2010 carried out by . J. Delgado based on analysis a fis-
cal distance of total tax burden and tax burden of selected tax
group to average level in EU-15 [2]. Conducted calculations
confirm the presence of the tax burden level convergence in
the European Union in the period studied. Sigma-convergence
assessment showed that the level of the overall tax burden was
characterized by an annual pace of approximation of 0.73%;
level of fiscal pressure on income and profits — 0,46%; level
of tax burden on goods and services — 0,82%; level on social
security contributions burden — 0,73%.

At the same time assessing beta-convergence allowed
to confirm its existence for total tax burden, fiscal pressure
on income and profits and goods and services, but for the
social security contributions beta-convergence is not statisti-
cally significant. For the overall period annual rate of beta-
convergence for total tax burden is fixed on the level 2,06%,
for the income and profits — 2.11% and for the goods and
services — 2.94%.

Taking into consideration the previous results of F. ]. Del-
gado studying [3] can be noted that the European Union
countries characterized by the convergence of the level and
structure of tax revenue, which is more evident in the period
1965-2003 while as recently approached the level of tax in-
dicators slower pace.

Conducted research allows to summarize that creating a
single economic space in Europe requires the formation of a
unified institutional and legal support, which acts as an im-
portant component of the tax environment. Intensification of
tax integration processes allows achieving the following objec-
tives: increasing transparency of the tax process, prevention
of fiscal evasion and tax crime detection, avoidance of double
taxation, eliminating the adverse effects of tax competition.
The outcomes of the tax integration are an increasing of na-
tional competitiveness, improving conditions for economic
cooperation, enhance the efficiency of tax administration
functioning. Investigation the process and the results of tax
cooperation in European country suggests permanence of
partnerships and approximation of national tax systems that
create the conditions for further cooperation and receipt of a
positive economic effect.
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Sustainable security of social and labor relations of a town-
forming enterprise of a monoprofile municipality

Abstract: In this paper the authors prove the actuality of the analysis of social and labor relations in monoprofile

municipalities today. The specific features of social and labor relations at a town-forming enterprise of a monoprofile

municipality are displayed. The concepts of “sustainable development of social and labor relations” and “sustainable

security of social and labor relations” of a town-forming enterprise of a monoprofile municipality are developed. The

authors proposed a methodological approach to the evaluation of sustainable security of social and labor relations of

a town-forming enterprise of a monoprofile municipality.
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1. Introduction

Social and labor relations are the key component of
the entire system of relations of the society. They define the
people’s way of life, the structure of the related processes and
relationships, the level of their well-being. The level of the de-
velopment of social and labor relations characterizes the social
orientation of the economic system, the perfection of social
relations as a whole. However, the careful attention should be
paid to the study of the specifics of social and labor relations
at the town-forming enterprises are, as they are the special
object of the regional economy. The town-forming enterprise
acts as the company which employs a large proportion of the
municipality population.

Itis also a budget-forming company because the local bud-
getis based on the income of the population, the main source of
which is wages set by the town-forming enterprise. The town-
forming enterprise proves to be the socio-forming, because it is
the source of a variety of social benefits for the population and
generates the unique subculture of the city related to the activi-
ties of this enterprise. In addition, the city-forming enterprise
becomes the image-forming for the monoprofile municipality,
because the prestige of the occupations related to it depends
on its status and privileged position [1; 2].

The effect of the town-forming enterprises and the mono-
profile municipalities on the Russian economy can be illustrat-
ed by statistics. Thus, according to the data 0f 01.10.2013, over
16 million people, which is more than 11% of the total popu-

lation of Russia, live in 467 monoprofile municipalities and
produce about 21% of the country’s GDP [3]. In the foreign
countries, in which there are also the monoprofile municipali-
ties, the considerable experience in their management is gained.

In the crisis conditions the town-forming enterprise ap-
peared to be less stable in comparison to the companies of
the multi-industry economy cities. Currently, the Group for
the modernization of the monoprofile municipalities is estab-
lished under the governmental commission for the economic
development and integration, which divided all monoprofile
municipalities of Russia (the number of which was reduced
to 342) according to «the traffic lights» mode. Depending
on the socio-economic status the three zones were marked
as follows: the «red» zone — a bad situation, or a tendency
to worsen (92 monoprofile municipalities); the «yellow>
zone — the situation is stable but may deteriorate at any time
(150 monoprofile municipalities); the «green» zone — the
situation is stable (100 monoprofile municipalities) [6]. In the
monoprofile municipalities the constant monitoring to detect
the emerging threats and negative tendencies, above all, in the
social and labor sphere, is required in order to prevent its tran-
sition from the «yellow>» and «green> zones to the «red>
one, and reduce their overall level of socio-economic well-
being.

The formation of the socio-economic well-being of the
monoprofile municipality and its population is inextricably
linked to the sustainability of social and labor relations of the
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