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Central Asia & Eastern Europe 
has been the biggest reformer 
over the nine years of the study. 
Economies in this region have 
shown the largest fall in both 
the time to comply (220 hours) 
and number of payments (25 
payments), and apart from 
Africa has the largest fall in the 
Total Tax Rate (15.7%).

The average Total Tax Rate for 
the region is 39.5% which is a 
little below the world average 
of 43.1%. The Total Tax Rate 
has shown a slight upward 
trend since 2010.

All three types of tax have 
shown a slight increase in Total 
Tax Rate in 2012.

Almost all of the economies in 
the region have a significant 
element of the Total Tax Rate 
accounted for by labour taxes 
and mandatory contributions.

The average time to comply 
across this region is 256 
hours, 12 hours below the 
world average of 268. It is 
fairly evenly split between the 
major taxes.

At 29.5, the region’s average 
number of payments is a 
little above the world average 
of 26.7.

The region has shown a steady 
improvement in the number 
of payments and in the time to 
comply over the last nine years. 

The introduction of electronic 
filing and reducing tax rates 
has been the key to the reform 
process in this region. In 12 of 
the 19 economies the majority 
of companies use electronic 
filing and payment for all 
major taxes.
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 The following economies are included in our analysis of Central Asia & Eastern Europe: Albania; Armenia; Azerbaijan; Belarus; Bosnia and Herzegovina; 
Georgia; Israel; Kazakhstan; Kosovo; Kyrgyz Republic; Macedonia, FYR; Moldova; Montenegro; Russian Federation; Serbia; Tajikistan; Turkey; Ukraine; 
Uzbekistan
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The nine year trends in Central 
Asia & Eastern Europe
All three sub-indicators show large 
reductions over the last nine years. 
The Total Tax Rate has shown a steady 
decrease from 57.7% in 2004 to 41.4% 
in 2010, but with a small upturn of 
0.6% between 2010 and 2012.21 There 
are 13 economies where there has 
been an average fall per economy of 21 
percentage points in the Total Tax Rate 
between 2004 and 2012. For the four 
economies that have increased their 
Total Tax Rate since 2004, the average 
increase was three percentage points. 
Only the Africa region shows greater 
falls in Total Tax Rate due to the 
removal of cascading sales taxes.

The region has recorded the largest fall 
in the average time to comply for any of 
our geographical regions and continues 
to show the largest fall of any region 

Figure 3.32 shows the trend in the three Paying Taxes sub-indicators since 2004. It includes only those 
economies for which data is available for all years of the study and therefore the figures differ from the 
regional averages for 2012. The economies that are excluded are: Kosovo and Montenegro.
Source: PwC Paying Taxes 2014 analysis

21  In this section the trend averages are calculated only for those economies that have been included in all nine years of the study to ensure that we represent a 
true trend. The trend data for 2012 will therefore differ from 2012 data which includes all economies. The economies excluded from the Central Asia & Eastern 
Europe trend data are: Kosovo and Montenegro

Line: Time (hours)

478
488 484

379

359
342

319

268
258

2004 2005 2006 2007 2008 2009 2010 2011 2012

Bar: Total Tax Rate (%)

Bar: Number of payments

57.7 56.4

52.2 51.6

46.5

42.3 41.4 41.6 42.0

54.4 53.5 52.4 50.8 50.2

46.1

39.5

30.8
29.3

Figure 3.32

The sub-indicator trends for Central Asia & Eastern Europe

This region shows 
the largest fall in 
compliance sub-
indicators and the 
second largest fall 
in Total Tax Rate 
across the nine 
years of the study

in the most recent period. The time 
to comply started to fall in 2006 and 
the reduction accelerated thereafter. 
The average time to comply has fallen 
by 220 hours (46%) since 2004. Since 
2004, 11 out of the 17 economies in 
the region have reduced their time to 
comply by an average of 344 hours. The 
economies showing the largest fall over 
the nine years have been the Ukraine, 
Belarus, and Azerbaijan with falls of 
1,695, 668 and 542 hours respectively.

The number of payments has also 
fallen consistently over the 9 year 
period by 25.1, with falls in 14 
economies and with no economy 
increasing its number of payments. 
This fall is twice as large as that 
recorded by any other region. 
Ukraine and Belarus reduced their 
number of payments by 119 and 
115 payments respectively.
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The Total Tax Rate in Central 
Asia & Eastern Europe
Figure 3.33 shows how the Total 
Tax Rate breaks down into the three 
main components of profit taxes, 
labour taxes and ‘other’ taxes. Since 
2004, labour taxes have consistently 
accounted for the largest element, 
around 50% of the Total Tax Rate in 
the region, with profit taxes and ‘other’ 
taxes each accounting for around a 
quarter of the Total Tax Rate. This 
picture and the trend over the nine 
years of the study are consistent with 
the global picture.

All three types of tax have shown a 
steady decline over the last nine years, 
though the rate of decline slowed from 
2009 for all types of tax and there has 
been a slight increase across all three 
taxes in 2012. 

Source: PwC Paying Taxes 2014 analysis
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Figure 3.33

Trend in Total Tax Rate in Central Asia & Eastern Europe by type of tax

Significant initial 
falls in the Total 
Tax Rate for all 
three types of tax 
have given way to 
a stable picture in 
recent years

Almost a third of the reduction in the 
Total Tax Rate over the nine years of 
Paying Taxes is driven by reforms in 
Belarus which reduced its Total Tax 
Rate from 137.3% in 2004 to 54.0% in 
2012 through abolishing some taxes 
and reducing the rates of others.

In almost all of the economies in the 
region, labour taxes and mandatory 
contributions are a significant 
element of the Total Tax Rate. In two 
economies, Tajikistan and Uzbekistan, 
while labour taxes account for around 
28 percentage points of the Total 
Tax Rate, ‘other’ taxes are far more 
significant accounting for more than 
60% of the Total Tax Rate. Examples of 
these ‘other’ taxes are a road tax levied 
on turnover in Tajikistan accounting 
for more than one third of the Total 
Tax Rate, and contributions to pension 
funds and to road funds (based on 
turnover) which again account for 
over half of the Total Tax Rate levied 
in Uzbekistan.
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Figure 3.34 shows the economies 
in Central Asia & Eastern Europe 
that have had the most significant 
movement in Total Tax Rate between 
2011 and 2012. Only 4 of the 19 
economies exhibited significant 
changes in the Total Tax Rate, with 
two increasing and two decreasing the 
rate. The reasons for these significant 
changes are:

• The economy with the most 
significant increase in the Total 
Tax Rate is Moldova. It increased 
its corporate income tax rate from 
0% to 12%. In addition, the road 
tax rates for vehicles registered in 
Moldova increased in 2012. This 
has led to an increase of  
9.6 percentage points in the  
Total Tax Rate.

• Belarus reduced its corporate 
income tax rate from 24% to 18% 
and the tax depreciation rates for 
certain fixed assets increased with 
new estimations used to establish 
the useful life of assets. This helped 
the Total Tax Rate reduce by  
6.5 percentage points in 2012. 

• The Russian Federation reduced 
its pension fund contribution 
from 26% to 22% and its cadastral 
value of land in Moscow has 
also changed. 

• The 2.8 percentage point increase 
in Serbia’s Total Tax Rate is due to 
changes in the thresholds for social 
security contributions.

Source: PwC Paying Taxes 2014 analysis
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Figure 3.34

Significant movements in Total Tax Rate between 2011 and 2012 – Central Asia & 
Eastern Europe

Changes in Total 
Tax Rate in 2012 
are few and there 
are both increases 
and decreases
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The time to comply in Central 
Asia & Eastern Europe
Figure 3.35 shows the breakdown in 
the time to comply since 2004 split by 
the type of taxes. 

While the time to comply with 
consumption taxes has more than 
halved since 2004, the time to comply 
with corporate income and labour 
taxes has also dropped significantly. 
The trends are broadly consistent with 
the global picture. Ukraine accounts 
45% of the total reduction in time 
to comply. Between 2004 and 2012, 
the time to comply in Ukraine fell 
from 2,085 hours to 390 hours. The 
biggest reduction, of 1,237 hours, 
came between 2006 and 2007 with 
smaller reductions in subsequent years 
as electronic filing systems improved. 
The improvements in Ukraine 
occurred across all three types of tax 
although the greatest impact was for 
consumption taxes.

Belarus and Azerbaijan also had 
significant reductions in their time to 
comply of over 500 hours each, which 
together account for about a third 
of the reduction across the region 
since 2004. 

Source: PwC Paying Taxes 2014 analysis
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In Belarus the reduction was spread 
over the nine year period as electronic 
filing was improved and its use 
encouraged. Azerbaijan’s reduction in 
time to comply was mostly in respect 
of consumption taxes. This was due 
to the introduction of online filing 
and payment systems combined with 
accounting software and the provision 
of computer terminals for those 
without access to computers.

In the region, 12 out of 17 economies 
have adopted online filing and 
payment systems. The use of electronic 
filing systems covering corporate 
income tax, VAT, personal income tax 
and all mandatory contributions has 
been the key driver for the fall in time 
to comply in all type of taxes.

Figure 3.35

Trend in time to comply in Central Asia & Eastern Europe by type of tax

The average time 
needed to comply 
with taxes has 
dropped by 46% 
in nine years
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Figure 3.36 shows the most significant 
changes between 2011 and 2012 
in the time to comply in the region. 
The reasons for these significant 
changes are:

• Ukraine made paying taxes easier 
by simplifying the tax returns 
and further improving its e-filing 
system, significantly improving 
its time to comply by 101 hours 
in 2012.

Source: PwC Paying Taxes 2014 analysis
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Figure 3.36

Significant movements in time to comply between 2011 and 2012 – Central Asia &  
Eastern Europe

• Tax returns were simplified in 
Moldova to make paying taxes 
easier. This has led to a decrease of 
39 hours in 2012.

• From 2012, Belarus allowed 
taxpayers to pay land tax once 
a year instead of quarterly. The 
time to comply has improved by 
19 hours.

The biggest reformers continue 
to focus on improving tax 
compliance
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Figure 3.37

Trend in the number of payments in Central Asia & Eastern Europe by type of tax

Source: PwC Paying Taxes 2014 analysis
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The number of payments in 
Central Asia & Eastern Europe
As shown in Figure 3.37 the average 
number of payments across the region 
has seen a significant and steady 
reduction since 2004. It ranked as 
the region with the largest number of 
payments in 2004, but the fall over 
the last nine years has put the average 
result for this region just above the 
world average. Again the trends for 
each type of tax are consistent with the 
global trend.

The fall in the number of tax payments 
since 2004 is more than twice as large 
as that recorded by any other region. 
As might be expected from the falls 
in the time to comply, Belarus and the 
Ukraine have the largest falls in the 
number of payments of 115 and 119 
payments respectively. Each economy 
therefore accounts for just under a 
quarter of the reduction for the region 
as a whole. Armenia and Georgia have 
the next largest reductions of 40 and 41 
payments respectively.

The use of electronic filing and 
payment systems has been the driving 
force behind many of these changes 
along with reductions in the frequency 
of payments e.g. changing from 
monthly to quarterly payments. 

Labour taxes account for the most 
payments in Moldova and Ukraine 
even though the two economies have 
adopted electronic filing systems. 
In both economies, some form of 
electronic filing is available for labour 
tax and social security contribution 
payments, but the systems are not 
widely used. For profit taxes, VAT and 
other taxes however electronic filing 
and payment is believed to be the 
preferred method.

Tajikistan and Serbia have the 
greatest number of payments at 
69 and 66 respectively of which 
about two thirds are payments of 
‘other’ taxes. Both economies have 
six ‘other’ taxes in total of which 
three are paid monthly. In Tajikistan 
there are currently no electronic 
filing systems available although 
electronic filing is being developed, 
while in Serbia only large companies 
commonly use electronic filing.

‘Other’ taxes in the majority of the 
economies in this region accounted 
for a larger proportion in the 
number of payments. There is still a 
wide gap in the number of payments 
(over seven payments) between 
‘other’ taxes and the other two 
main taxes.
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Figure 3.38

Significant movements in tax payments between 2011 and 2012 – Central Asia &  
Eastern Europe

Source: PwC Paying Taxes 2014 analysis
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• In Bosnia and Herzegovina, the 
forestry tax was temporarily 
abolished in 2012.

• Armenia has reduced the number 
of payments for vehicle, land and 
property tax.

• In Albania companies no longer 
need to pay the annual vehicle 
registration tax. Albania also made 
paying taxes easier by allowing 
corporate income tax to be paid on 
a quarterly basis. 

The most significant movements in 
number of payments for the Central 
Asia & Eastern Europe economies are 
shown in Figure 3.38. The region’s 
downward trend in number of 
payments has continued and in 2012 
shows the largest reduction of any 
region, with four economies reducing 
their number of payments.

The reasons for the movements are:

• From 1 January 2012 Moldova 
requires online filing for VAT, 
land improvement tax and tax 
on immovable property. The 
reinstatement of corporate income 
tax has led to the introduction of 
advance quarterly payments of 
corporate income tax, but as these 
can be paid online the number of 
payments under the Paying Taxes 
methodology is just one payment. 
These changes have significantly 
reduced the number of payments by 
17 in 2012 from 48 to 31. 
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The average number of payments 
across the Central Asia & Eastern 
Europe region has seen a significant 
and steady reduction since 2004
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Russian Federation
Paying Taxes results show significant progress

Andrey Kolchin

PwC Russia

In recent years there have been 
significant movements both on 
improving tax administration and 
reducing the aggregate fiscal burden on 
employment income.

According to a Decree issued in May 
2012 by the President, the Russian 
Government will take further steps 
to improve Russia’s competitiveness 
and its investment/business climate 
which will include roadmaps for the 
improvement in certain areas of state 
regulation and business activities. 
One of the measurements which will 
be adopted to assess the progress in 
relation to this decree will be the World 
Bank’s Doing Business indicators.

There have been a number of initiatives 
taken in Russia to improve the tax 
administration and to ease taxpayer 
interaction with the authorities around 
tax compliance, in order to fulfil the 
objectives described above.

The Federal Tax Service (FTS) has 
continued to widen the scope and 
reach of electronic services and to 
ensure their widespread use. In total, 
there are now more than thirty services 
made available to individuals and legal 
entities. These include tax information 
sources, tax office appointment 
scheduling systems, issuing of various 
tax certificates, online payments and 
electronic registration. 

A personal electronic office service 
for taxpaying legal entities has been 
launched as a pilot. The service will 
give taxpayers access to a large set of 
data online: such as multiple forms 
for on tax payments and debts, and 
copies of registration certificates. It will 
also enable the submission of various 
requests and claims (e.g. registration 
and de-registration, bank account 
opening and closing, statements of tax 
payments). This in turn will enable 
taxpayers to fulfil their duties and 
interact with tax authorities more 
efficiently and with less administrative 
effort.
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The number of tax returns submitted 
electronically grew further and 
reached 76% in 2012. This was 
achieved via a number of activities, 
including significant investment in 
the IT infrastructure and resources 
of the tax administration, support for 
a network of designated operators 
who facilitate the submission process, 
education of taxpayers and on-going 
improvement of tools and processes.

A new administrative procedure was 
introduced that permits taxpayers 
to resolve tax disputes with senior 
representatives of the tax authority, 
without having to bring the matter 
before the court. This is expected to 
help reduce the number of disputes 
referred to court and to enhance 
taxpayers’ ability to resolve matters in 
an expeditious way.

There were several actions taken by the 
FTS to expedite the implementation 
of various pieces of legislation which 
were aimed at easing and improving 
documentation and also the exchange 
of data between taxpayers and the 
tax authorities. Further to changes in 
VAT law, steps were taken to facilitate 
the electronic exchange of statutory 
VAT invoices. In addition, based on 
changes in statutory accounting 
law which relaxed requirements 
for the content and form of primary 
source documents, work started last 
year and was completed in 2013 to 
provide taxpayers with recommended 
electronic formats for primary 
documents that will be accepted by the 
tax office for review and examination 
in electronic format. Further steps 
are planned to encourage electronic 
document exchange with a view to 
easing the administrative burden of tax 
compliance.

The global Paying Taxes launch event is 
due to take place in Moscow this year 
and representatives from government 
agencies and business will be invited to 
discuss the results of this year’s Paying 
Taxes report. It provides an excellent 
opportunity for the stakeholders in the 
tax system to engage in constructive 
communication on the future shape of 
Russia’s tax system.
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Turkey
Turkey’s tax system goes digital

Zeki Gunduz

PwC Turkey

The Ministry of Finance embarked on a 
program almost nine years ago to move 
tax administration onto an electronic 
platform. The move from hard copy 
filing to electronic filing started 
back in 2004. This change has saved 
taxpayers time on the preparation and 
filing of their tax returns and enabled 
electronic record keeping at the 
tax office. 

It has also set a precedent for other 
e-initiatives and has been followed 
by a number of further e-government 
type applications (e.g. an e-tax office 
which enables taxpayers to access 
to certain information, e-confiscate 
which enables the confiscation of 
property to settle tax debts owed). 
There are several electronic initiatives 
that deserve a special mention which 
involve electronic invoicing and 
electronic accounting records. 

In 2008 a pilot program 
was undertaken with the 
telecommunication industry; an 
industry where companies issue 
invoices to millions of individual 
customers every day. The introduction 
of electronic invoicing has saved 
these companies from having to issue 
hard copy invoices. As a result of this 
program, the Ministry of Finance is 
looking to extend the use of electronic 
invoicing to all types of companies, 
but initially with a focus on business 
to business transactions. The ultimate 
aim is to create cost efficiencies for 
companies as they are obliged under 
current regulations not only to issue 
hard copy invoices, but also to store 
them for ten years. The removal of hard 
copy printing should eliminate the 
associated storage and printing costs. 
E-invoicing will also bring improved 
transparency which will make both 
internal and external audits easier. 
Finally, companies are expected to 
have better real time information on 
their cash management as e-invoices 
can be easily tracked from a simple 
electronic platform. 
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The second initiative to mention is the 
move to allow companies to keep in 
an electronic format those accounting 
records which they are required 
to keep by law. Companies with 
electronic invoicing systems are able to 
keep their related statutory accounting 
records electronically subject to certain 
conditions. This will be revolutionary 
as it will save companies from the need 
to print piles of statutory accounting 
records, including general ledgers and 
inventories which must be stored for 10 
years for regulatory reasons. 

Currently there are additional 
costs associated with adopting 
both e-invoicing and the change to 
electronic accounting records, but 
the savings related to reduced storage 
costs are expected to exceed these, as 
well as the savings related to printing. 
A further advantage is that it should 
also bring increased transparency 
to tax audits and should help deter 
tax evasion. 

Finally there is an e-payment initiative, 
which is still at the conceptual stage, 
but when it has been designed and 
introduced it is expected that it will 
vastly improve the efficiency of tax 
audits. The idea is to set up a tracking 
system with banks to monitor the 
flow of cash between the accounts 
of taxpayers in order to match the 
delivery of goods/services with 
payments and to help detect any 
tax evasion. 

Once these measures are in place, 
it is expected that they will bring 
benefits to both business and the tax 
authorities; tax audits should become 
more efficient and effective and in 
return taxpayers should enjoy material 
savings on the costs associated with 
the considerable administrative 
burden of producing and maintaining 
statutory records. 
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Ukraine
Paying Taxes has a positive impact on tax reforms in Ukraine

Ron Barden

PwC Ukraine

Although Ukraine continues to have 
a relatively low ranking in the Paying 
Taxes study, there have been some 
considerable improvements made 
over the past few years in key areas of 
tax reform. The Ministry of Revenues 
and Duties continues to focus on 
improvements in the tax system to 
improve the country’s position in the 
study. Many of these improvements, 
and the further changes that are being 
contemplated, can be considered to 
have been prompted as a direct result 
of issues highlighted by Paying Taxes. 
The study however is only designed to 
reflect the position of the case study 
company with its specific fact pattern 
and so it will not fully reflect all of 
the positive changes that have been 
introduced in Ukraine.

Of the three key sub-indicators that are 
considered in Paying Taxes, two have 
improved greatly since its inception; 
the number of payments and the 
time to comply. The Government is 
considering its policy options regarding 
the third component, the Total Tax 
Rate, which has stayed at around 55% 
despite a significant reduction in the 
statutory corporate tax rate (from 25% 
in 2010 to 19% in 2013).

The time to comply has reduced by just 
over 80% since 2006, one of the largest 
improvements, in percentage terms of 
any economy in Paying Taxes. When 
the study first started, it took over 
2,000 hours each year to comply with 
the tax legislation in Ukraine, ranking 
the country last in the table. This was 
reduced to less than 500 hours in the 
2013 study, with a further reduction to 
390 hours in the most recent year.

The tax system has evolved from one 
that required completely separate 
bookkeeping for tax purposes into one 
that starts with financial accounting as 
its basis. Without Paying Taxes, which 
focussed attention on this point, it is 
likely that this duplication of effort 
would have continued. 
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But Ukraine is still ranked towards the 
bottom of the World Bank ranking on 
time to comply. Much more needs to 
be done, particularly around VAT and 
payroll tax compliance. Government 
continues to look at simplifying 
compliance requirements, and the 
recent consolidation of the social 
security collection/compliance into 
the Ministry of Revenues and Duties 
is a step in the right direction, which 
should have a positive impact in 
future years. 

The number of payments required 
for compliance has been an on-going 
and specific focus of Government. 
The introduction of electronic filing 
for many taxes and the introduction 
in 2013 of Advance Corporate Tax 
combined with an annual declaration 
have replaced the time consuming 
process of quarterly returns and 
payments. Electronic filing is now 
available for almost all tax (and social 
security) returns but this is not fully 
reflected in the study as it has not yet 
been taken up by majority of taxpayers 
for all filings (this includes the payroll 
taxes that require 24 payments and 16 
separate returns per year compared to 
a single annual declaration in many 
other economies). 

The Total Tax Rate is also an area that 
is now a focus of Government. Despite 
a low corporate income tax rate (19% 
in 2013 and 16% in later years), at 
55% Ukraine will continue to be at the 
lower end of the distribution for this 
sub-indicator unless the Government 
looks at other taxes, in particular the 
rates of social security contributions. 
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Uzbekistan
Helping to identify areas for reform

Peter Burnie

PwC Uzbekistan

The Paying Taxes study has informed 
the debate around tax administration 
and the broader fiscal policies of 
many economies. Over the years, 
this publication has highlighted 
those economies that have made 
the most progress in making taxes 
easier to pay by reforming the 
underlying tax administration and 
compliance systems. 

However many economies in the study, 
including Uzbekistan, that are seeking 
to apply the successful tax policy and 
administrative developments that 
have assisted other economies, face a 
number of common challenges that go 
beyond the issues addressed by this 
study; namely the need for macro fiscal 
stability, the challenges associated 
with the number and structure of the 
corporate taxpayers in the territory 
and the overall level of development of 
infrastructure in the economy.

In this context it is also interesting to 
note that many small and medium-
sized enterprises operating in 
Uzbekistan currently operate under a 
simplified regime of corporate taxation 
which has relied (at least in part) on 
turnover taxes, but which does not 
require substantial record keeping or 
more complex filing processes. The 
Paying Taxes case study fact pattern 
does not capture this sort of company. 
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Nevertheless, changes to the system 
are coming and in a number of areas 
these have now been implemented 
and may affect the results of Paying 
Taxes in the future. Many of these 
changes draw on the conclusions and 
findings of Paying Taxes. Monitoring 
and understanding some of the drivers 
of the changes in the Paying Taxes 
sub-indicators in previous years has 
been part of the information that 
the Uzbek authorities have used 
when designing and implementing 
changes to the Uzbek tax regime. For 
example, the frequency of filings has 
been addressed in the most recent 
update of the tax administration and 
regulations – and this will take effect 
over the coming year. From 2013, 
small and medium-sized enterprises 
that choose to use the standard regime 
(rather than the simplified regime) 
will no longer be required to pay the 
road fund and non-budget pension 
fund charges, both of which have 
been generally charged on turnover. 
This will lower the overall tax burden 
for such taxpayers. Other changes 
from 2013 also include reforms to the 
administration of assessments and 
potential underpayments. Previously 
there were no minimum limits on the 
amount of outstanding taxes that could 
trigger collection enforcement - this 
will be addressed to streamline the 
process and to provide taxpayers with 
the opportunity to manage their tax 
reconciliations more effectively and 
with less risk. 

These and other amendments are the 
beginning of changes that have not 
been seen in Uzbekistan before. The 
impact of these changes will, however, 
take some time to filter through to 
affect the results of the Paying Taxes 
case study company. Nevertheless, the 
tone of engagement and conversation 
is clear; the authorities are looking 
at studies such as Paying Taxes as 
an indicator of global trends to help 
identify good practice around tax 
administration and regulation. The 
expectation is that Paying Taxes can 
help identify the areas of reform that 
can help Uzbekistan move towards 
implementing new practices that can 
help address their own development 
challenges and needs.


