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Abstract. Sustainable development is an important concept for modern policymakers. To encourage people and businesses to act more responsibly and work towards sustainability, the states may introduce the tax incentives aimed respectively – at achievement certain goals in technological, ecological and social areas. EAEU Member States – Armenia, Belarus, Kazakhstan, Kyrgyzstan and Russia – adopted some tax measures which may be described as aimed at sustainable development, mostly in respect of personal development, R&D and their implementation. However, the paper shows that the efficiency of these measures is inconclusive, as the indicators in respective areas change differently than could be expected based solely on tax measures.
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Introduction
The concept of sustainable development has been developing since late 1980s, widely publicized by the report “Our Common Future”. (OECD, 2008) This concept is based on the idea of “meeting the basic needs of all (people) and extending to all the opportunity to satisfy their aspirations for a better life”, at the same time, “without compromising the ability of future generations to meet their own needs”. The society is expected to set and work towards the respective goals in three areas: economic, environmental and social. However, the decision-makers should consider environmental constraints and aim at accelerated development of developing economies in terms of diversification, productivity and skill and knowledge development. (WCED, 1987)
World Commission on Environment and Development (WCED), as well as many other policy-makers, discussed incentives for sustainable development and stimuli that contradicted it, tax measures being among them. In particular, WCED criticized tax reliefs and other subsidies that led to overprotection of farmers and agricultural overproduction in developed countries, very low tax burden for timber production and for unused rural land in developing countries, and to fiscal support of existing energy industry preventing the development of renewable energy sources. 

WCED spoke in favor of investment tax breaks for product redesign and technological innovations leading to reduction of pollution, of tax sharing as one of mechanisms allowing the city (local) governments access to more of the locally generated wealth, “taxes on international trade (such as a general trade tax; taxes on specific traded commodities, on invisible exports, or on surpluses in balance of trade; or a consumption tax on luxury goods).” (WCED, 1987) Apparently, according to WCED experts, the incentives should support the developments in the areas of ecology and environment protection (including renewable energy and lower emission of polluting agents and greenhouse gases), more efficient technologies and reduction of poverty.
However, UNCTAD in its latest Trade and Development Report stated that the real investments have been receding in developed countries since 1980-s (despite rise of corporate profits), and since 2010 the foreign investors are withdrawing from the developing markets of “transition economies” (post-USSR countries). (UNCTAD, 2016) These trends directly affect the Member States of Eurasian Economic Union (EAEU): in other words, while recent EAEU Member States policies aimed at attraction of foreign direct investments (FDI) as a major source of financing for local industries, the global trends make this source rather depleted. It is reasonable now to consider the internal investment potential of the countries in question, which led the author towards analysis of the domestic tax measures, which may help in re-industrialization and development of hi-tech industries in EAEU Member States. Other factors promoting the importance of internal stimuli and assessment of their efficiency are countries’ dependencies: it is generally acknowledged that Kazakhstan, Kyrgyzstan and Russia heavily rely on their resource industries, but the author also showed their dependency on import of goods with high added value. (Tyutyuryukov, 2016)
The objective or research question
Following WCED ideas on incentives for sustainable developments and strategic importance of increasing added value of domestic industry, this research focuses on two particular areas.
First, the author considers the existing tax measures designed to stimulate technological, ecological and social advances important for sustainable developments in EAEU Member States.
Second, the author looked for the measurable estimation of the implementation of certain features of the sustainable development based on open data.
Methodology (research design)
Methodology of this research includes two main steps.

First, there is an analysis of tax law provisions in respect of the stimulation of real investments (with primary focus on implementation of new technologies, introduction of modern equipment and other steps for re-industrialization). However, there are inherent limitations. First, the language issue: Armenia is still in process of translating its laws into Russian and English, so the latest updates of its laws are not readily available. Second, Armenia and Belarus did not make available their tax laws as effective in each particular year, thus limiting the possibility of linking the legal developments and change in indicators. 
Second step is the analysis of empirical statistics on dynamics of industrial output before and after implementation of the above tax instruments, as well as other relevant statistical data, which may help to estimate the effect of such measures.

Economic background of EAEU
EAEU Member States, formed after collapse of USSR in 1991, inherited the assets, infrastructure and issues of the late Soviet economy. The most known assets are significant mineral resources. Russia, having the largest territory in the world, feature abundant and diverse reserves, including hydrocarbons, ferrous, non-ferrous and precious metals, rare earth, non-metallic minerals. However, large deposits are situated in eastern and secluded northern regions. Kazakhstan, being 9th largest country by territory in the world, has deposits of oil (3.3% of world reserves), gas, coal, gold, uranium (21% of world reserves), ferrous and non-ferrous metals. Belarus, 3rd by territory in EAEU, ranks 3rd in the world by potassium salts reserves, also possessing deposits of common salt, mineral water and construction materials. Kyrgyzstan is abundant with metals, such as gold, mercury, tin, wolfram, rare earth; it also has certain hydrocarbon deposits (Nazarbayev, 2011). Other valuable assets are fertile land and industrial facilities of various industries. However, Soviet economy had a highly dispersed economic landscape with many mono-industrial towns across the country (Maurseth, 2003), which had several outcomes: lack of production differentiation in a given location, interdependencies of republican industries and inefficient supply chains.
USSR also possessed an extensive network of railroad, oil and gas pipelines and electricity lines, though by 1991 they suffered from wear and tear and insufficient maintenance. The coverage and quality of automobile roads was insufficient due to dominance of railroad transportation and inconsideration of their role (not to mention the ban on private entrepreneurship and inability of citizens to own any sort of commercial vehicle, which artificially limited the demand for the roads).
By 31 December 2014
 EAEU Member States have the following characteristics (Table 1).
Table 1. Main indicators of EAEU Member States at the end of 2014
	
	Armenia
	Belarus
	Kazakhstan
	Kyrgyzstan
	Russia

	Area, thousand km2 
	29.7
	207.6 
	2,724.9
	199.9
	17,098.2

	Population, thousand people
	2,984
	9,470
	17,289
	5,834
	143,820

	GDP, mln USD
	10,881.6
	76,139.3
	212,247.9
	7,404.4
	1,860,597.9

	GDP per capita, USD
	3,646
	8,040
	12,276
	1,269
	12,937

	FDI stock, mln USD
	4,211
	17,737
	132,744
	3,553
	284,100


Source: (Eurasian Economic Commission, 2015) (area); World Investment Report (FDI); World Development Indicators (other data)

The economy of Russia is the largest of the five – USD 1.86 trillion or 85.85% of the total GDP of EAEU; it also features the largest population (80.17% of the total) and the largest number of the enterprises. Therefore the investors may be attracted by the size of its market and volume of possibilities to invest.
The economies of Belarus (USD 76.14 billion of GDP and 5.28% of population) and Kazakhstan (USD 212.25 billion of GDP and 9.64% of population) are substantially smaller, and so offer smaller markets and potentially less possibilities. In this case we may assume more explicit impact of their tax systems on their economies.

Those of Armenia and Kyrgyzstan (USD 10.88 billion and USD 7.4 billion in 2014, respectively) together contribute only 0.84% of total GDP of the union and host less than 5% of population. (It should be mentioned that by 1991 each of them produced about 1.5% of combined GDP of the same five countries (Shishkov, 1994)). Compared to three other countries, they can hardly compete on the same terms. In addition, any sizeable project with foreign financing will be much bigger in relative terms in these two countries than the investment of the same amount in three other countries, and that irrespectively of the features of their tax systems.
Table 2 demonstrates the structure of GDP in 2014. While Belarus, Kazakhstan and Russia feature 25% to 27.6% of industry in their GDP, Armenia and Kyrgyzstan are less industrialised (with 17.4% and 15.6%, respectively). At the same time Armenia and Kyrgyzstan have bigger agriculture sector – 19.3% and 14.8%, respectively – compared to 3.6%-7.8% in the other three countries. 

Table 2. Structure of GDP of EAEU Member States in 2014, in %
	
	Armenia
	Belarus
	Kazakhstan
	Kyrgyzstan
	Russia

	Agriculture and fishing
	19.3
	7.8
	4.3
	14.8
	3.6

	Industry
	17.4
	26.9
	27.6
	15.6
	25.0

	Construction
	9.3
	10.4
	5.9
	7.4
	5.6

	Trade and small repairs
	12.4
	12.1
	16.5
	17.4
	14.9

	Transport and communication
	6.6
	7.9
	9.8
	8.4
	7.5

	Other activities
	22.9
	22.8
	29.3
	22.3
	29.4

	Net taxes on goods
	12.1
	12.1
	6.6
	14.1
	14.0


Source: developed by author based on the data from (Eurasian Economic Commission, 2015)

Sustainable development and tax issues
As we considered earlier, the sustainable development consists of three areas: technological, ecological and social advances. 
Research and development activities (R&D) are increasingly viewed as an input to innovation in the context of the overall efforts made in a knowledge-based global economy, but continues to play a crucial part and is a major focus of government policies because of its unique features. (OECD, 2015) For the purposes of this research, R&D may be regarded as important (but not the only) part of the technological area. OECD (2017) cites the main tax incentives related to the technological area: R&D tax credit, R&D tax allowance, more favourable terms of taxation and accelerated depreciation. While such measures probably mean reduced budget revenues in short-term, the sustainable increase of value added by the industries working with the newer equipment and respective growth of budgetary revenues in the long-term should outweigh the current losses. Further tax measures encouraging real investment (which for our purposes includes implementation of R&D) may include tax credits for investment spending, increased burden for older machinery etc. 
Michalopoulos and Tarr (1999) commented on this are when speculating on the potential outcomes of new initiative of Customs Union of Belarus, Kazakhstan, Kyrgyz Republic and Russia, the agreement on which was signed in 1995. Belarus, Kazakhstan and Russia then started to negotiate a common external customs tariff and modified certain elements of theirs. The authors warned about negative effect of the Customs Union on the introduction of new products and technologies, as existing older technologies become protected by preferential customs treatment. 
As to social aspects of sustainable development, Tyutyuryukov (2010) considered the pitfalls of Russian personal income taxation (PIT), which, despite widely publicized low flat standard rate of 13% (low flat rate being a long-time trend in CIS area), contained some drawbacks. In particular, it effectively eliminated standard personal allowance for the taxpayer and his/her dependents and restricted the use of deductions of education and medical expenses. Later, from 2012, the standard allowance for taxpayers was officially abolished on the pretext of alleged “creating inefficiencies in accounting due to insignificant amount of benefit to a person” (as accounting departments of employers had to calculate and account for the deductions despite the fact that many employees could enjoy it only for a few months in a year). As a result, even officially minimum monthly salary (which is below minimum subsistence level) has been and still is subject to PIT, and the tax system does not consider the necessity of basic costs of an individual.
It should be noted that the tax system is not the only source of obstacles for sustainable development. The countries may introduce non-tax and non-tariff limitations, such as restrictions on import of certain goods, which have impact on sustainability of economy that is more direct and has bigger scale. However, such factors are out of scope of current research.

Tax incentives and technological advances in EAEU
Considering the technological aspect of sustainability, EAEU tax systems feature incentives aimed at development of new technologies, their implementation (or putting into practice), modernization of equipment and other factors. This section compares the incentives adopted by each EAEU Member State by 2016.
Development of new technologies

The basic incentive available to the companies of all five EAEU Member States is deduction of expenses for research and development (R&D) for the purposes of corporate income tax (CIT), even while it may not readily result in income generation. Armenia and Kyrgyzstan do not offer any further incentives.

Three other countries offer additional deduction of 50% of R&D costs – a measure known as “superdeduction”. However, while Art.133(1)(5) of Kazakhstani Tax Code provides this benefit to all taxpayers, Belarus and Russia limit it only to the areas approved by the President (Art.130(2.7) of Belarusian Tax Code) and Government (Art.262 of Russian Tax Code), respectively. Art.267.2 of Russian Tax Code further offers deduction of funds allocated to reserve for future R&D expenses, limited by 3% of gross revenue less current R&D costs.
Other unique features of Belarusian and Russian tax incentives for the R&D activities are:

· Reduced rates for and exemption of the profit derived from R&D activities in Belarus. The reduced CIT rates are 10% for residents of scientific and technological parks (Art.142(6), 5% for members of association led by Belarusian State University engaged in information technology (Art.142(3). Exemption from CIT is reserved for supply of registered intellectual property rights (Art.140(1.136). Russia adopted 10-year CIT holidays for Skolkovo residents (Art.246.1); 

· Russia further permits increased depreciation allowance for equipment used solely for scientific and technological purposes, maximum three-fold (Art.259.3(2)(2);
· Both Belarus and Russia exempt certain supplies of R&D from VAT. In first case there exists a list of eligible operations approved by the President (Art.94(1.23) of Belarusian Tax Code); in second case, the benefit covers only development of new technologies or engineered objects (Art.149(3)(16.1).
Implementation of new technologies

Belarus, Kazakhstan and Russia feature certain tax benefits for supply of intellectual property, which may come useful when actually implementing the new technologies.

Belarus reduces CIT rate to 10% for the organizations producing laser and optical equipment (Art.142(2) of Belarusian Tax Code) and exempts from CIT the profit from production of innovation or high-tech goods listed by the Government (Art.140(1.132) and Art.140(1.133) of Belarusian Tax Code). Kazakhstan from 1 January 2016 allows immediate deduction of cost of acquisition of exclusive IP rights from universities, research organizations or start-ups with the aim of further commercialization of such IP rights (Art.108 of Kazakhstani Tax Code) as opposed to general amortization approach.

Belarus also exempt the supply of technological IP rights and certain results of R&D from VAT (Art.94(1.32) and 94(1.50) of Belarusian Tax Code), while Russia extends such exemption to all supplies of intellectual property (Art.149(2)(26) of Russian Tax Code).
Tax laws of Armenia and Kyrgyzstan provide no specific incentives for implementation of the new technologies.

Introduction of modern equipment
Russian Federal State Statistics Service (Rosstat) openly reports that over last ten years on average 14% of business fixed assets in use have been fully depreciated (that is, in the normal course of operation they must have been replaced). The most worn fixed assets are machinery and equipment: there the share of fully depreciated objects have been 22% on average. (Federal State Statistics Service, 2016)
For other EAEU countries, only expert estimates are available. In Kazakhstan, it is reported that over 2000-2008 from 29.7% to 40.6% of fixed assets underwent total wear and tear. (Zhumabayeva and Karimbayeva, 2010) By another estimate, in 2014 up to 12% of machinery and equipment in processing industry were totally worn out, while on average the wear rate of fixed assets is between 45% and 62% in non-extracting industries. (Skendirov, 2014) In Belarus, by 2009 the accumulated depreciation in certain industries amounted to 90% of the fixed assets value (on average it was 74%). (Krupeichenko, 2012)
Such obsoleting of the fixed assets renders hard (if possible) the re-industrialization of Russia and Kazakhstan (as planned in 2011 by State Council of Russia and by Strategy Kazakhstan-2050, respectively), as well as efficient use of technical and innovation potential of Belarus (as planned in 2004 by National strategy till 2020). Therefore local policy-makers and researchers suggest measures aimed at improving of the renewal of fixed assets.

Belarus, Kazakhstan and Russia are using increased depreciation allowances in first year of use of fixed assets or in first year of their renovation: Belarus allows immediate write-off of 10% or 20% of costs, depending on type of fixed assets (Art.130(2.6) of Belarusian Tax Code), Russia offers 10% or 30% write-off (Art.258(9) of Russian Tax Code), and Kazakhstan provides for immediate write-off of full cost as “investment preference” (Art.123-125 of Kazakhstani Tax Code). In addition, Russia has an indirect support measure – it exempts from CIT the receipt of property from parent or subsidiary free of charge and not transferred to third parties within 1 year (Art.251(1)(11) of Russian Tax Code). From 2019 there is going to be one more increased depreciation allowance – for equipment meeting “best available technology” criteria adopted by the Government (Art.259.3(1)(5) of Russian Tax Code).
Kyrgyzstan introduced CIT rate of 0% for five years, if a company uses only new equipment for production or processing of goods (Art.221-2 of Kyrgyz Tax Code). “New” means that the equipment in question should be introduced into Kyrgyzstan after 1 May 2015, but the wording of the Tax Code technically allows its previous use abroad before import. Additional conditions to use this benefit are:

· minimum annual sales revenue of KGS 170 million (USD 2.4 million);

· minimum monthly PIT payments of KGS 150,000 (USD 2,146); and 

· minimum paid-in capital of KGS 10 million (USD 143,060).
On 19 April 2017 Russian Prime Minister D.Medvedev announced that the Government considers similar incentive – CIT rate reduction to 5% if company vests into modern equipment or modernizes the existing one. The discussed alternative is tax credit of up to 50% of the CIT amount, if the same or larger amount is vested into new equipment. (Mogilevskaya et al., 2017)
Belarus, Kyrgyzstan and Russia further exempt the import of certain equipment from VAT; the lists of such equipment are adopted by the state executive bodies or incorporated into the tax laws. Thus the customer does not need to allocate additional 10% to 20% of equipment cost to pay VAT at import. Every country apparently follows its own goals with this, as the respective lists could be characterized:
· Belarus targets equipment and spare parts acquired under Presidential programs, as well as those intended for use in Hi-Tech Park or special investment projects (Art.96(1.13)-(1.19) of Belarusian Tax Code);
· Kyrgyzstan lists a variety of heavy machinery, vehicles, engines, instruments and other equipment (Art.259 of Kyrgyz Tax Code); and

· Russia refers to the Governmental lists of equipment and expendables for R&D, which have no Russian analogs (Art.150(7) and 150(17) of Russian Ta Code).
In addition, Belarus exempts from VAT the supply of new domestically produced vehicles for in-city or inter-city transportation (Art.94(1.27) of Belarusian Tax Code), which may be regarded as a protectionist measure, but also targets less costly replacement of older vehicles.
Armenia is the only EAEU country without explicit tax provisions in this respect.
Dynamics of R&D expenditure and value added
World Development Indicators database contains some statistics that may be used in estimation of success of tax incentives. However, the comprehensive econometric analysis is hardly possible for EAEU the region due to several factors: availability of year-by-year versions of tax laws only for three countries (Kazakhstan, Kyrgyzstan and Russia), incompatible national statistics and changes in domestic statistics methodologies without publication of re-estimated past values.
Nevertheless, even limited statistics show interesting trends. Considering that all EAEU Member States provide certain incentives for R&D activities, Figure 1 presents dynamics of R&D expenditure in the countries in question. Only Russia increased its R&D spending, while Kazakhstan and Kyrgyzstan reduced it, and Armenia and Belarus maintained the same level (with occasional fluctuations). While Russia maintains the R&D expenditure above 1% of GDP and Belarus spends between 0.6% and 1%, three other countries spent at most 0.3%.
If we compare their performance with BRICS countries
 (excluding Russia), the share of R&D expenditure of those remained constant in the same period, while Chinese expenses grew. The amount of expenditure in BRICS was between 0.7% and 2% of GDP. This suggests the insufficient spending in Armenia, Kazakhstan and Kyrgyzstan, if their policymakers ever aimed at development of the countries.
Figure 2 presents the dynamics of value added in the industries of EAEU Member States. It is reasonable to suppose that implementation of new technologies would result in higher value added; however, four countries (except Kyrgyz Republic) exhibit downward trends.
However, the same indicator for BRICS countries shows similar dynamics since 2008, suggesting a wider trend in the world and making this finding inconclusive. EAEU Member States may be within the general trend here as well, irrespective of availability of particular tax incentives. 
General Confederation of Trade Unions used another estimation of success of R&D and their implementation. Earlier this year it reported that by 2016 South Korea operated 478 robots per 10,000 employees, Japan operated 314 robots, while Russia only 2. Another indicator they used was the share of innovation production in total sales of industrial production, where Belarus achieved 14%, Russia – 9%, and other CIS – below 3%. (GCTU, 2017) This suggests rather outdated technology in use and questionable prospectives of further progress or sustainable development.

Tax incentives and ecological advances in EAEU
Only two EAEU Member States actually foresee CIT tax incentives for eco-friendly measures – Kazakhstan and Russia, – and those exclusively for mineral extraction companies.

In both cases the companies may deduct for CIT purposes their expenses on recultivation of soil and restoration of environment after ceasing of activities on a mineral deposit (Art.107 of Kazakhstani Tax Code; Art.254(7)(1) of Russian Tax Code). Both countries also allow deduction of increase in reserves for termination of operation; however, while Kazakhstan refers to a “liquidation fund” which could be created by any mineral extraction company (Art.107 of Kazakhstani Tax Code), Russia grants such right only to the companies operating on-shelf oil or gas deposits (Art.267.4).

We may conclude that this is rather neglected area, which should be considered by EAEU policymakers in the near future.

Figure 1. Research and development expenditure in EAEU Member States in 2005-2014, in % of GDP
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Source: developed by author based on data from World Development Indicators
Figure 2. Industry, value added in EAEU Member States in 2005-2015, in % of GDP
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Source: developed by author based on data from World Development Indicators

Tax incentives and development of society in EAEU
Incentives in corporate taxation

There is one common tax incentive in three EAEU Member States, which may be described as aimed at the development of society: the companies are encouraged to spend on professional education and training of their employees. Kazakhstan and Kyrgyzstan limit this deduction to expenses on education in local facilities (Art.110(1) of Kazakhstani Tax Code and Art.167(15) and 195 of Kyrgyz Tax Code). Russia provides a condition of licensed status of a facility, whether local or foreign (Art. 264(1)(23) of Russian Tax Code).
Country-specific incentives include:

· In Kazakhstan, the mineral extraction companies may deduct for CIT purposes their expenses on education of Kazakhstani citizens, which are not necessarily their employees. Moreover, these deductible expenses include the amounts remitted to the state budget for the purposes of such education, and the contracts on mineral extraction provide for the limits of these amounts. Besides, the mineral extraction companies may deduct their expenses on maintenance of social infrastructure (Art.112 of Kazakhstani Tax Code);
· Russia grants to its resident companies the right to deduct for CIT purposes the payments to their employees to cover the mortgage interest of the latter in the amount of up to 3% of labor costs (Art.255(24.1) of Russian Tax Code).
Tax laws of Armenia and Belarus provide no specific corporate tax incentives for actions of companies aimed at the development of society.

At the same time certain aspects of Russian VAT may be interpreted as disincentives for development of society. In particular, Art.164(2)(3) of Russian Tax Code imposes reduced 10% VAT rate on the “book products related to education, science and culture”, and the Government has the power to decide, which groups of goods fall into this category. In the respective decision it explicitly stated that “the book products related to education, science and culture… do not include those in electronic form disseminated, in particular, on magnet carrier, via Internet or via satellite telecommunications.” (Decision 41, 2003) 

Thus the teaching materials in electronic form fall within the scope of standard 18% VAT rate, which makes them inherently more expensive for the people. Actually, neither Russian Tax Code not acts of Government cover other teaching materials in electronic form (such as video lectures or podcasts), which are becoming more popular over time. Author and his colleagues already raised this issue in Russia in 2010, citing as examples of electronic resources excluded from the reduced rate the electronic textbooks, digitalized archives of Russian and foreign museums and libraries, official statistic publications. (Tyutyuryukov et al., 2010)
It is true, however, that Art.149(2)(26) of Russian Tax Code exempts from VAT the provision of software and databases (as well as access to them). While the access to digital archives of museums may fall within the scope of this provision, video lectures and electronic textbooks may not be necessarily classified as software or databases and undergo standard taxation.

Incentives in personal taxation

Since EAEU Member States claim being “social states”, they should allow the opportunities for development for their citizens. Pursue of many opportunities require spending, so the availability of certain personal tax allowances could be regarded as tax incentives for sustainable social development. In particular, the minimum portfolio of incentives should include personal allowance for taxpayer and his/her dependents (to ensure minimum standard of living irrespective of taxation), for medical expenses (to ensure availability of health care
), for education and training (so a person may pursue more advanced opportunities) and, optionally, for personal real estate acquisition (to ensure availability of dwelling place
). While availability of these (and many more) allowances goes without saying in developed countries along with relatively high tax rates, the situation in EAEU Member States is quite different.

For instance, Armenia and Russia do not operate personal allowance, meaning that any amount of income (even the one less than necessary for subsistence) is subject to personal income tax (PIT). In fact, Armenia, despite having highest PIT rate, grants no deduction for PIT purposes. Russia operated personal allowance for a taxpayer until its abolishment from 1 January 2012, but it was fixed in national currency at RUB 400 per month and due to inflation over years it shrank from about 25% of minimum subsistence level in 2001 to just over 7% of it in 2009 (when it was equal to USD 12). (Tyutyuryukov, 2010)

Table 3 shows the summary of availability and limits of deductions of selected allowances in other EAEU countries.
Table 3. Availability of PIT allowances related to development of society in EAEU Member States as in 2015*
	
	Armenia
	Belarus
	Kazakhstan
	Kyrgyzstan
	Russia

	Personal allowance (self)
	-
	USD 45 per month
	USD 96 per month
	USD 10 per month
	-

	Personal allowance (dependent)
	-
	USD 13.2 per month
	-
	USD 1.6 per month
	USD 22.8 or 48.9 per month (minor child)

	Education expenses
	-
	-
	-
	10% of tax base (self, dependents)
	USD 1,957** (self, siblings)
USD 815 (minor child)

	Medical expenses
	-
	USD 1,006 – medical insurance costs only (self, close family)
	USD 769 (self)
	-
	USD 1,957** (self, close family except grown up children)

	Real estate expenses
	-
	Actual amount (for taxpayer registered as requiring improvement of housing)
	Full amount of mortgage interest to designated bank
	USD 3,567 (mortgage interest)
	USD 48,900 (mortgage loan and interest, once in a lifetime)


Notes: * - all amounts in USD are for information purposes and calculated based on average official exchange rate; ** - one amount covers all marked expenses
Source: developed by author based on relevant legislation
However, Armenia reduced PIT rate for employees under state program of IT support (Art.10.1 PIT Law) and for recipients of royalties (Art.10.4 PIT Law), which may be interpreted as indirectly related to development of society.
Belarus, Kazakhstan and Russia further exempt from PIT the education fringe benefits from employer (i.e. the amounts paid by employer to an education facility). Russia allows this exemption only in case of tuition fees paid to licensed Russian education facilities (Art. 217(21) of Russian Tax Code).
Kyrgyzstan and Russia also exempt premiums and grants, whether awarded by international organizations (Art.167(40) of Kyrgyz Tax Code) or listed by the Government (Art.217(6)(7) of Russian Tax Code). 
Dynamics of education support and poverty
The review of CIT and PIT benefits available in EAEU Member States, which could be linked with the development of society, suggest four groups of them: those securing the minimum income, those supporting professional education and training, those covering medical expenses and those supporting mortgage payments.

World Development Indicators database contains the indicators, which may help in assessment of efficiency of two groups: poverty headcount ratio corresponds (represented on Figure 3) with minimum income, while share of firms offering formal training (Figure 4) shows the widespread of professional training support.
Figure 3. Poverty headcount ratio at national poverty lines in EAEU Member States in 2005-2015, in % of population
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Source: developed by author based on data from World Development Indicators

As we may see, the share of poor people fluctuates in a variety of ways. The examples of Belarus and Kazakhstan are notable for their steady declines, which correspond with highest deduction in Kazakhstan (equal to minimum monthly salary) and two deductions (for taxpayer and for all his/her dependents) in Belarus. In Russia, however, the steady decline of poverty headcount changed the direction from 2012, when the personal allowance was abolished – but probably this coincided with some further factors, as the amount of allowance was already insignificant and available only to some employees with smaller salaries.
Therefore the relationship between availability of personal allowance in EAEU Member States is only partial and visible in cases of relatively large deduction (as in Belarus and Kazakhstan), even though these deductions are far from amounts in developed countries.
World Bank had only three observations of the firms offering formal training during the period under consideration, which limits the explanatory power of this indicator. However, despite the universal nature of this incentive in EAEU Member States, the dynamics is again different, suggesting just as different attitudes of the firms towards education of their employees. Quite notable are decrease of such firms in Armenia and V-shaped (with both straight and reverse “V”) changes in other countries of the union. Despite the economic crisis of 2008-09 share of firms of Kazakhstan and Russia offering formal training increased – contrary to popular belief that the firms in crisis times cut the spending unrelated to immediate profit. However, the respective CIT incentives existed through this period and therefore cannot explain the changes presented in Figure 4.
Figure 4. Share of firms offering formal training in EAEU Member States, in percentage of firms
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Source: developed by author based on data from World Development Indicators

Conclusion

The tax incentives, which may influence the developments in technological, ecological and social areas, operated by EAEU Member States, are rather common in the world practice. They target both companies and individuals, aiming at securing person’s minimum income, stimulating him/her to “invest” in education and health care when necessary and providing certain support in case of acquisition of real estate. 

However, some countries are not using particular measures, which, on one hand, may lower their tax competitiveness on international scale (e.g. no special benefits for introduction of modern equipment in Armenia, while other EAEU economies have these), and on the other hand ​– may harm the domestic developments (lack of personal allowances in Armenia and Russia lead to taxation of even minimum salary and extraction of funds from poorer economically active people).
At the same time the statistical data shows that the relationship between the tax incentives and the practical consequences in EAEU is very limited. In addition, the smaller economies of EAEU (Armenia and Kyrgyzstan) exhibit different behavior than the bigger ones (Belarus, Kazakhstan and Russia) irrespective of closeness or difference among their respective tax incentives.
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� The figures for 2015-2016 are heavily affected by consequences of political developments; therefore this research focuses on prior data.


� Brazil, China, India, Russia and South Africa


� While technically EAEU countries operate state-run medical systems financed from social security contributions and budget transfers, these systems have limited capabilities and do not cover supply of medicines, so use of commercial medical system is justified and respective allowance is desirable for a taxpayer.


� EAEU Member States do not have a developed market of dwellings for lease or rent, therefore availability of one’s own dwelling is commonly regarded as necessity for a family, especially if a family plans to raise children.
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