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international economic integration both global and regional. The author suggests to categorize the 
taxes of international regional economic unions in a separate category. 

 
Key words: tax, double taxation, economic integration, economic union, free economic zones, 

antidumping duties, integration tax law, tax sovereignty, European union, EurAsEC, Eurasian union, 
classification of taxes. 

 

 
Taxes – a double-edged tool with which you can develop economic ties between states or break 

them. Taxes can facilitate cross-border trade and investment, and can serve as a barrier and hinder the 
development of economic relations between states, including with the aim of protecting the domestic 
market of the state concerned [8]. 

At the beginning of the 20th century, the idea of free trade was recognized as more progressive 
than protectionism policies. Free trade meant reducing tariff and non-tariff barriers to trade between 
countries. By the beginning of the XXI century, with the general recognition of the idea of free trade, 
economic barriers are becoming common practice of states. According to an organization that monitors 
government measures in the field of international trade (Global Trade Alert), in 2009, 257 barrier 
measures were introduced in the world, while measures that contributed to trade liberalization were six 
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times less. After the 2008 crisis years in earnest began talking about the return of protectionism, and 
especially among the developed countries of the world. 

Barriers to international trade can be divided into acceptable and unacceptable. The most common 
tax barriers include anti-dumping duties. Anti-dumping duties are a common and acceptable barrier from 
the point of view of international practice and international law to protect the domestic market. In order to 
achieve economic advantages and crowding out competitors, entering a new market or capturing it, an 
exporter can sell his product on a foreign market, artificially lowering the price, for example, below the 
normal price in other markets. Such a technique in international trade is called “dumping”. To prevent 
dumping policies, the importing state may impose anti-dumping duties. The introduction of anti-dumping 
duties allowed by the General Agreement on Tariffs and Trade and documents of the World Trade 
Organization. An anti-dumping duty is a tax that is levied on a person importing goods at a dumping price 
that damages the national sector of the economy or creates the potential for such damage (a preliminary 
anti-dumping duty). Anti-dumping duties as trade policy measures should be introduced promptly; 
therefore, the executive authority responsible for trade policy is usually introduced by its act [3; 4]. 

Tax measures may be more sophisticated and detrimental to international economic relations (full 
or partial refund of taxes on export goods, selective release of foreign taxpayer income or imposition of 
foreign income from certain countries into the tax base of taxpayers, and so on). In some cases, tax 
measures fall under non-tariff and unacceptable barriers (for example, government subsidies). 

Taxes can play the opposite role. The tax component is of great importance in the economic 
integration of states. In the modern world, international global integration of states and international 
regional integration of states are distinguished. 

Within the framework of the international global integration of states, attempts are mainly made to 
solve the problem of double (multiple) taxation (or its downside – the absence of taxation elsewhere). The 
situation when the subject is faced with the tax claims of two or more states creates obstacles to the 
development of international trade and investment, since there is a danger of double or multiple taxation 
of goods, services, income and capital. With the development of free trade ideas at the beginning of the 
20th century, states and international organizations began to make separate attempts to ease the cross-
border tax burden. The most significant of them are the General Agreement on Tariffs and Trade (GATT), 
concluded in 1947 and became part of the documents of the World Trade Organization, as well as 
numerous bilateral agreements between states on the elimination of double taxation based on models of 
international organizations (Organization for Economic Cooperation and Development and United 
Nations) or multilateral agreements of several countries regarding taxes on income and capital [2]. 

Taxes play a more significant role in the international regional economic integration of states, when 
states enter into close economic and then political relationships because of their common interests, 
common problems or neighborhood neighborhoods. 

International regional integration of states is a modern way of creating interstate associations, which 
include communities, community, confederation, and so on. An interstate association is created by states that 
actually or formally retain their sovereignty, but yield separate powers in favor of supranational bodies. 

Interstate unions have a long history. The historical forms of interstate unions include empires, 
unions, suzerainties, protectorates, and so on. Historical forms of interstate unions, like modern ones, did 
not do without harmonization of tax systems. To this day, we can find in the tax systems of states "traces" 
of the once existing interstate unions. For example, the tax system of the Republic of Cyprus retains the 
peculiarities of taxation that were laid down in the colonial era, when Cyprus was part of the British Empire 
(the existence of a tax on income and a tax on capital income in the tax system). 

Regional economic integration of two or several states can be connected with the solution of a 
separate issue (use or protection of a natural resource) or with integration on the majority or on all 
economic issues. Integration processes in the economic sphere are difficult and invariably pass through 
several stages, sometimes not only in the direction of convergence of economic systems, but also 
progressively with deviations from the planned steps or even stopping at the initial stages. 



 
ЭКОНОМИЧЕСКИЕ НАУКИ 

 

 46 
 

  

Usmanova M. Uzbekistan tax barriers as factors of international economic integration  
and free economic zones tax policy as a solution of regional growth 

 

The international and regional economic integration of states can pass through the following stages. 
The simplest form of integration is the zone of preferential trade. States that have agreed to create a 
preferential trade zone, provide economic entities with preferences for certain types of goods in the form 
of reduced rates or benefits. For example, the Agreement concluded between the United States and the 
Caribbean in 1983, the Caribbean Community – CARICOM. 

The next in terms of integration is a free trade zone. The states included in the free trade zone exempt 
economic entities from taxes associated with the movement of goods within the free trade zone and cancel 
quantitative restrictions. A free trade zone created between the United States, Canada, and Mexico is the North 
American Free Trade Agreement (NAFTA). The free trade zone was created within the CIS. 

Further, the level of economic integration is followed by a customs union. The Customs Union 
involves the implementation of a single trade policy of the participating States in relation to third countries 
and integration in all sectors of the economy. The policy of the customs union is aimed at the formation 
of a single economic space. An example of a customs union is MERCOSUR (Mercado Comun del Sur), 
which unites a number of Latin American countries. 

On the basis of the customs union, it is possible to create a single economic space (common 
market) in which the freedom of movement is ensured not only for goods, but also for services, capital 
and labor. With the possibility of a single financial and monetary policy, an economic union is created by 
introducing a single currency (the European Union is such today). After the economic union, the possibility 
of a political union with a single domestic and foreign policy. Further integration may lead to the creation 
of a single confederative or federative state. 

The creation of a customs union is usually reflected in the tax systems of the member states. First 
of all, taxes related to border crossings are harmonized. The state assigns a part of its sovereign taxation 
rights in favor of regional economic integration (on the basis of international agreements or through the 
creation of supranational bodies). With the strengthening of interstate integration processes, the tax 
systems further converge with a gradual transfer of authority in the tax sphere in favor of supranational 
bodies of regional economic integration. 

When dealing with the problem of cross-border legal regulation, conflict and substantive 
approaches are usually applied. The conflict method is aimed at determining the applicable law and is not 
used to regulate taxation issues either within the framework of international or regional integration of 
states. The conflict method is not used, since the norms of the tax law of one state, being part of public 
law, cannot be applied on the territory of another state. 

To regulate tax issues, the material-legal method is applied both in the international and in the 
regional integration of states. The substantive method involves the adoption of universal documents or 
the adoption of uniform national documents, often on the basis of model acts. 

The rules governing the convergence of tax systems are usually found both in the domestic 
legislation of the countries concerned and in the international documents signed by the states or 
documents of the regional economic integration organization (supranational bodies). There is a complex 
interaction of norms of international law and national tax law of the interested states. In the literature, the 
concept of “integration” law, including the integration tax law, is put forward specifically for this situation. 
In the European Union, the term “communitarian” law is also used in modern research. 

In the world there are several associations of states in which, to varying degrees, the norms of tax 
legislation have come together, harmonized or unified. There are already a few dozen such associations, 
and they have been created on different continents. For example, the Andean (Andean), South African 
Economic Community, the European Union and the Eurasian Economic Community, which will soon be 
replaced by the Eurasian Union [10]. 

The harmonization of tax systems in the framework of the international and regional integration of 
states is aimed at ensuring the realization of four fundamental freedoms of the common market: 

- freedom of movement of goods; 
- freedom of movement of services; 
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- freedom of movement of labor 
- freedom of capital movement [1]. 
The focus on four freedoms can be traced, for example, in the integration tax law of the European Union 

and in the integration tax law of the Eurasian Economic Community (later, the Eurasian Economic Union). 
Initially, with the harmonization of taxes in the framework of international regional economic 

integration, priority is given to the freedom of movement of goods. There are several reasons for this. First 
of all, historically, the international market for goods developed long before the market for services, capital 
and labor. The idea of free trade was originally focused on products. Mechanisms for ensuring free trade 
in goods, including in the tax area, began to take shape in the first half of the 20th century. The freedom 
of movement of goods in international economic unions is ensured, above all, by a high level of 
harmonization of indirect taxes [6; 7]. 

The market for services began to develop later than the market for goods and it is more difficult to 
regulate it due to the “immateriality” of services. Ensuring the freedom of trade in services, freeing them 
from excessive taxation and not losing budget revenues is more difficult. Services were included in the 
object of taxation with indirect taxes after goods, but by the middle of the 20th century – by the time the 
global and regional integration of states was intensified – the services market had already reached a 
significant scale. By the middle of the 20th century, the value-added tax had already been “invented” and 
spread around the world, the innovation of which was the consistent taxation of services [9]. 

Freedom of movement of services is ensured by tax measures simultaneously with the freedom of 
movement of goods. The freedom of movement of services in international regional economic integration is 
also ensured by a high level of harmonization of indirect taxes. Although usually the problem of the place of 
sale of services and reimbursement of indirect taxes paid in connection with exported services within the 
exporting country always remains a stumbling block in the harmonization of taxation of services within 
economic unions (this is also true for global economic integration). Integration tax law on indirect taxes in terms 
of the taxation of services requires legal presumptions, such as, for example, the place of service. 

Indirect taxes are systematically harmonized at the very beginning of the formation of an economic 
union. Contracting States establish a unified system for collecting indirect taxes: a single object, a base, 
principles of taxation, and so on. This approach is characteristic of both the European Union and EurAsEC. 

Regarding direct taxes within economic unions, documents are accepted on a limited range of 
issues. The harmonization of direct taxes is carried out mainly on those issues that are necessary to 
ensure the free movement of capital and individuals (labor). For example, general principles are 
established for income taxation in the reorganization of resident companies of states belonging to an 
economic union. 

In parallel with the harmonization of direct and indirect taxes, steps are being taken to foster 
cooperation in the field of tax administration. Information is exchanged, as well as cooperation on transfer 
pricing adjustments by the tax authorities of the economic union member states. 

Taxes that are systematically and consistently harmonized within the economic union we can separate 
into a separate group “taxes of regional economic integration” (customs duties, fees, value added tax) – they 
remain taxes of each of the Union member states, but are subject to uniform provisions adopted at the 
supranational level. Usually, excises, value added tax and sales taxes fall into this category [5]. 

Thus, according to the basis of the regulation method, taxes can be classified into exclusively 
domestic and regional economic integration taxes. The latter group is a factor in the economic unification 
of states, ensuring at least two freedoms of the economic union: the freedom of movement of goods and 
the freedom of movement of services. 

Considering that in the economic union the tax sovereignty of the member states is preserved 
almost completely, we cannot speak of a single tax system or tax system of the economic union. The tax 
is inextricably linked with the sovereignty of a particular state and supranational tax system (as well as 
the tax system) can not be. Until the creation of a single state on the basis of regional economic 
integration, there is no reason to talk about the tax system, for example, the European Union. Only if the 
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regional economic integration of states develops into a single federal state, does a single tax system arise 
on the basis of the principle of tax federalism. 

On October 26, Interim President of the Republic of Uzbekistan Shavkat Mirziyoev signed a Decree 
“On additional measures for the intensification and expansion of activities of free economic zones”. 

The document was adopted in order to create favorable conditions for further development of free 
economic zones – as an important factor in the expansion of attracting foreign direct investments to create new 
high-tech industries, more active involvement of regions of the Republic in development of production of 
modern competitive export-oriented ready-made industrial products, ensuring the accelerated development of 
production, engineering-communication, transport, social infrastructure and logistics services. 

The document has also unified tax and customs regimes in force in the territory of free economic 
zones, with exempting the participants of free economic zones from payment of: 

- land tax, income tax, tax on property of legal entities, tax for accomplishment and development of 
social infrastructure, single tax payment for microfirms and small enterprises, as well as also obligatory 
charges in the Republican Road Fund and Off-budget Fund for reconstruction, refurbishment and 
equipping of general schools, professional colleges, academic lyceums and medical institutions under the 
Ministry of Finance of the Republic of Uzbekistan; 

- customs payments (except fees for customs clearance) for equipment, raw materials and 
component parts imported for own production needs, as well as building materials not produced in the 
Republic and imported within the framework of the projects on the lists approved by the Cabinet of 
Ministers of the Republic of Uzbekistan. 

 

Table 1 
 

Features of taxation in free economic zones in Uzbekistan (FEZ) for 2018 
 

Subject of taxation Tax conditions 
A free economic zone (FEZ) is a part 
of the territory of the Republic of 
Uzbekistan with borders defined by 
the decree of the President of the 
Republic of Uzbekistan or by a 
resolution of the Cabinet of Ministers 
of the Republic of Uzbekistan. 
Regulations on free economic zones 
(Appendix No. 2 to Resolution of the 
Cabinet of Ministers of the Republic 
of Uzbekistan of April 10, 2017, No. 
196) 
 
Created Free Economic Zones: 
 
FEZ “Navoi” 
(created on the basis of the Decree of the 
President of the Republic of Uzbekistan 
dated December 2, 2008, N4059) 
 
Fez Angren (created on the basis of 
the Decree of the President of the 
Republic of Uzbekistan dated April 
13, 2012, N4436) 

Exemption of participants in free economic zones from taxes 
and payments: 
1. The participants of the free economic zones of Navoi free 
economic zone, Angren free economic zone, Jizzakh free 
economic zone, Urgut free economic zone, Gijduvan free economic 
zone, Kokand free economic zone, Hazarasp free economic zone, 
Nukus free economic zone, FEZ free zone have been released 
Zomin-farm, FEZ Kosonsoy-farm, FEZ Sirdaryo-farm, FEZ Boysun-
farm, FEZ Bustonlik-farm and FEZ Parkent-farm from payment: 
- land tax; 
- corporate income tax; 
- property tax of legal entities; 
- single tax payment for microfirms and small enterprises; 
- customs payments for equipment, raw materials, materials and 
components, imported for their own production needs; 
- customs payments for construction materials not produced in the 
republic and imported as part of project implementation, according 
to lists approved by the Cabinet of Ministers of the Republic of 
Uzbekistan. 
In the case of the sale or free transfer of equipment, raw materials, 
materials and components imported with the use of customs 
privileges specified in this paragraph, within three years from the 
date of their importation, customs payments are levied in full in the 
manner prescribed by law. 
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The continuation of the Table 1 
 

Subject of taxation Tax conditions 
Jizzac free economic zone 
(created on the basis of the Decree of 
the President of the Republic of 
Uzbekistan dated March 18, 2013, 
N4516) 
 
The Urgut free economic zone 
FEZ “Gijduvan”, 
FEZ “Kokand” and 
FEZ “Hazarasp” (created on the 
basis of the Decree of the President 
of the Republic of Uzbekistan dated 
January 12, 2017, N4931)  
 
FEZ “Nukus-farm”, FEZ “Zomin-
farm”, FEZ “Kosonsoy-farm”, FEZ 
“Sirdaryo-farm”, FEZ “Boysun-farm”, 
FEZ “Bustonlik-farm” and FEZ 
“Parkent-farm” 
(created on the basis of the Decree of 
the President of the Republic of 
Uzbekistan of 03.05.2017 N5032) 

The above benefits are provided for a period of 3 to 10 years, 
depending on the amount of investments made, including the 
equivalent: 
from 300 thousand US dollars to 3 million US dollars – for a period 
of 3 years; 
from $ 3 million to $ 5 million – for a period of 5 years; 
from $ 5 million to $ 10 million – for a period of 7 years; 
from 10 million US dollars and higher – for a period of 10 years, 
with the application of the profit tax rate and the single tax payment 
in the amount of 50 percent below the current rates for the next 5 
years (Presidential Decree dated October 26, 2016, N- 4853). 
 
2. The participants of the free economic zones of the FEZ “Angren”, 
the FEZ “Jizzakh”, the FEZ “Nukus-farm”, the FEZ “Zomin-farm”, 
the FEZ “Kosonsoy-farm”, the FEZ “Sirdaryo-farm”, the FEZ 
“Boysun-farm”, FEZ “Bustonlik-farm” and SEZ “Parkent-farm” are 
exempted for the entire period of activity of free economic zones 
from paying customs duties on imported raw materials, materials 
and components in terms of products for export (Decree of the 
President of the Republic of Uzbekistan of October 26, 2016 
N4853). 
 
3. The participants of the free economic zone of the FEZ “Navoi” 
are exempt from paying customs duties on the imported equipment, 
as well as raw materials, materials and components for the 
production of goods for export for the entire period of the activity of 
the FEZ. 
It was determined that for raw materials, materials and components 
imported for the production of products sold in the domestic market 
of Uzbekistan, customs payments are levied at a rate of 50 % of 
the established rates with a deferment of payment for up to 180 
days, if the legislation does not establish a more preferential 
treatment. 
In case of sale or gratuitous transfer of equipment, raw materials, 
materials and components imported into the territory of the FEZ 
using these benefits, customs payments are charged to the budget 
in full in the manner prescribed by law (Decree of the President of 
the Republic of Uzbekistan of 02.12.2008 4059). 
 
4. When applying tax and customs privileges in the FEZ, they use 
the Regulation on the procedure for applying tax and customs 
payments privileges on the territory of free economic zones 
(Appendix N 3 to Resolution of the Cabinet of Ministers of the 
Republic of Uzbekistan of April 10, 2017 N 196)  
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The ending of the Table 1 
 

Subject of taxation Tax conditions 

 

Paid taxes and payments by participants of free economic zones: 
 
The participants of the free economic zones of the FEZ must pay 
the following taxes and fees in accordance with the Tax and 
Customs Codes: 
- income tax on legal entities for residents and non-residents, taxed 
at the source of payment (participants in free economic zones) 
without deductions; 
- value added tax on taxable turnover on the sale of goods (works, 
services), as well as taxable turnover made by non-residents; 
- excise tax on produced excisable goods; 
- taxes from subsoil users – a tax on subsoil, a super-profit tax, 
bonuses; 
- tax on the use of water resources; 
- tax on the consumption of gasoline, diesel fuel and gas; 
- unified social payment; 
- Mandatory contributions to State Trust Funds; 
- Fees to the Republican Road Fund; 
- State fee; 
- fee for the right of retail trade in certain types of goods and the 
provision of certain types of services; 
- single tax payment for trade and public catering enterprises 
(except microfirms and small enterprises); 
- single land tax; 
- fixed tax   
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Налоги являются инструментами ограничения экономических отношений между государствами и 
предприятиями-резидентами и инструментами международной экономической интеграции. В совре-
менном мире налоги все чаще используются в качестве барьеров. Налоги в то же время – неотъемле-
мая часть международной экономической интеграции, как глобальной, так и региональной. Автор пред-
лагает классифицировать налоги международных региональных экономических союзов в отдельную 
категорию. 
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