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IMPROVING TAX LEGISLATION IN THE CONTEXT OF DIGITALIZATION

Abstract

This article discusses aspects of the transformation of tax legislation in the context of digitalization. The
experience of foreign countries, the main forms of tax incentives are studied, the possibilities of their impact are
demonstrated, and at the same time the need to create new areas of the tax mechanism is determined. The effectiveness
of the functioning of the state’s tax system is determined by its ability to ensure full and continuous receipt of
tax payments to the budget system in order to finance public expenditures. Taxes are one of the most important
conditions for the economic stability of any state, since the tax system of any country is one of the most important
tools for managing not only the socio-economic functions of the state, but also the system of economic regulation as a
whole. Taxation has always been and remains a necessary condition for the existence of the state, the most important
instrument of economic policy, contributes to improving economic competitiveness and ensures the exercise of fiscal
sovereignty. Tax legislation is a dynamically developing branch of law. This is true, because the tax legislation reflects
the country’s policy on taxation and, accordingly, reflects the priorities of society in this area, which vary depending
on the stage of development of society. Thus, in accordance with the changes taking place in the world, a set of
measures aimed at improving tax legislation in the context of digitalization will be considered.
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Introduction

The primary operational objective of any tax system involves the establishment of revenue
streams for the national budget, with the aim of supporting and fulfilling the core responsibilities
of the state. Economic cycles’ external influences introduce fresh challenges to the tax systems of
nations, necessitating substantial reconfiguration. Internal adjustments concerning prices and income
must duly consider the tax element. The consistent practice of aggressive price undercutting and
unfair competition is a leading factor behind the monopolization of sales markets by multinational
corporations, particularly evident in the digital technology and software sectors. There is a noticeable
transition in dynamic efficiency from a quantitative to a qualitative approach, and a shift in the epicenters
that generate added value. The absence of robust protective measures like import restrictions, tariffs,
and other non-tariff regulatory methods in the realm of digital products and technologies exacerbates
this situation. Given the circumstances outlined above, one of the primary challenges associated with
globalization is the blurring of tax bases across jurisdictions and the accurate determination of the
actual point of sale for goods. This issue holds particular significance in the context of digital economy
products, necessitating a well-considered effort to harmonize tax structures.

Materials and methods

During the course of this scientific research, various scientific methodologies were employed,
including:

1. The conceptual method was used to analyze the provisions of tax legislation.

2. Statistical and comparative legal methods were applied to identify and compare environmental
policies.

3. The historical and legal method was utilized to provide a historical context.

4. The method of analysis and synthesis was employed to combine and analyze information.

5. The “big data” method was utilized to process extensive digitalized information. The
digitalization of various aspects of citizens’ lives has generated substantial volumes of data, while
global networks are redefining conventional concepts of space and boundaries.

As the research methodology, a comparative analysis was chosen to assess the impact of digital
challenges, focusing not on the tax components themselves, such as tax objects, bases, or rates, but on
the fundamental principles of taxation. A key premise was proposed: maintaining these fundamental
principles ensures the stability of the tax system, while revising them necessitates modernization.

Furthermore, it is crucial to address the ongoing processes of reallocating tax rights (claims for
tax payments), and this regulation, especially in the context of extensive discussion and agreement
formation, should be based on a shared approach articulated in fundamental principles to facilitate
consensus among most participants in tax-related interactions.

Contemporary scientific and theoretical understanding of tax legislation regulation is primarily
the domain of experts in tax and financial law. Tax law has transcended its sectoral boundaries, and
addressing its issues now necessitates an integrated approach. The research was underpinned by the
contributions of Kazakhstani, Russian, and international scholars and specialists in the domains of
legal theory and tax law.

Literature review

Among the recent scientific works devoted to the issues of transformation of tax legislation are the
works of Kazakh scientists S.T. Alibekov, A.D. Zhusupov, A.A. Chernyakov. Also, some theoretical
developments on the tax system have found their development and continuation in the scientific works
of Sartaev S.S., Naimanbaev S.S., Naimanbaev S.M., Sabikenova Z.S., Tusupova L.K., Shaukenov A.T.

To the study of the issues of improving the financial and tax policy of the state can be attributed the
following lawyers and economists who devoted their works and thus made a significant contribution to
jurisprudence and economic sciences: A. Smith, A. Trivus, A. Sokolov, K.A. Attapkhanov, K.K. Ilyasov,
G. Karagusova, A.Sh. G. Pepelyaev, M.T. Ospanov, N.B. Mukhitdinov, V.D. Melnikov, A. Gerun,
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E. Kalyuzhanova, B.B. Shermukhametov, F.S. Seidakhmetova, Z. Atygaeva, G.K. Zhakupova,
O. Timofeeva, B.J. Lesekbaeva, G.A. Lesbekov, S.S. Satubaldin, V.G. Fursov, K.A. Sergeantov,
G.M. Brodsky, D.G. Chernik, A.B. Zeynelgabdin, S.M. Musin, E.V. Porokhov, M.B. Kenzheguzin
and many other scientists have contributed to the domestic legal science. The named scientists have
considered and studied individual theoretical issues of taxation — economic, political and legal aspects
that emerged in accordance with each historical stage of the development of the state.

Main provisions

The phenomenon of digitalization, which was once a groundbreaking innovation, is now
permeating virtually every facet of modern society. Ensuring greater predictability in tax matters for
virtual businesses is becoming an ever more crucial requirement in the contemporary world. The
transition of transactions into digital realms, the growing prevalence of intangible assets in overall
consumption, and the worldwide potential for collaboration and logistics represent hallmarks of the
transformation of tax legislation.

In 2019, about 30 countries of the world introduced forms for digital tax reporting and tax
collection [10].

Considering that tax policy is intricately intertwined with political processes and state governance,
it is imperative to acknowledge that the dynamic expansion of digital platforms is fundamentally
reshaping democratic processes and political relationships [1]. Over the past three years, issues
associated with digital platforms have escalated significantly. Misinformation, fake news, widespread
privacy breaches, and data leaks have come to characterize social networks, all while the question
of who should assume responsibility for upholding societal values on these platforms remains
unanswered. The political influence of digital platforms has far-reaching effects on shaping public
opinion concerning tax collection, often resulting in public advocacy for the interests of global
corporations.

The relevance of fair taxation and income distribution is underscored by the widely accepted
thesis that digitalization and globalization jointly limit governments’ capacity to collect taxes.
However, this oversimplification fails to capture the complex reality. Many governments actively
capitalize on opportunities for generating additional revenue through “tax competition,” leveraging
their jurisdiction’s appeal [2]. Yet, large corporations simultaneously employ opportunistic strategies
to optimize tax payments and exploit WTO negotiations to evade taxes in the regions where they
conduct business [3], all within the context of a discourse about the global economic landscape [4].
Tax incentives for cross-border trade are also frequently employed as bargaining chips. Notably,
the established practices and techniques used by large companies in offshore settings are now being
actively adapted to the digital realm, leading to even more effective tax planning.

Nonetheless, the principal tax challenge emerges quite unequivocally from the profound
transformation of the state-business interaction within the physical presence of international companies
due to digital formats. This challenge revolves around the erosion of the tax base resulting from a
reduction in profit volumes, which progressively diminish in the financial records of regions where
multinational corporations operate (commonly referred to as “profit erosion” and the efforts to combat
it). The decrease in profits necessitates the establishment of more rigorous regulations for income
derived from cross-border digital activities. Value-added tax is presently less of a concern, following
the adoption of fundamental principles in transfer pricing and the development of the MOSS (Mini
One-Stop Shop) mechanism, along with recommendations for applying the arm’s length principle in
transfer pricing.

A direct consequence of digitalization is the heightened tax risks associated with tax evasion.
This issue can manifest both objectively within the digital landscape and subjectively, as companies
consciously exploit imperfect tax mechanisms to evade taxes. This problem poses a tangible threat
to state budget revenues, given the potential for businesses to operate without formal registration or
physical presence within a country while still generating added value and profit. One critical challenge
lies in the inherent lack of transparency and difficulty in controlling digital economic activities.
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Results and discussion

In the realm of taxation, numerous concepts and technologies related to digitization are actively
implemented and widely used. These include electronic taxpayers, electronic government systems,
payment gateways, digital documents, electronic signatures, electronic tax reporting forms, electronic
legal acts of tax authorities, digital channels for information delivery, processing, and storage,
electronic mail, electronic document management, digital invoices, electronic accompanying invoices
for goods, digital payments, electronic databases on taxpayers and their classifications, tax objects,
and taxpayer transaction data, as well as electronic risk management systems and electronic taxpayer
offices.

In general, according to the existence and legislative consolidation and definition of the above
concepts, it can be unequivocally concluded that the law of Kazakhstan has a positive attitude to
digital technologies and to the process of digitalization in the field of taxation. Not only documents
and methods of their signing, authentication, transfer, identification and storage, but also entire tax
procedures and services are transferred to digital format. Registration, filing of tax reports, payment
of taxes in electronic form, receipt of forms of tax control is already a virtual reality in taxation and
tax administration.

The time is not far off when artificial intelligence will do for people the cumbersome work that
periodically arises for them to perform standard operations and even entire types of activities. It is
possible that all taxation will eventually be transferred to an electronic format, and the taxpayer will
not need to take any positive actions aimed at fulfilling his tax obligations. Tax accounting of its
taxable activities, registration and declaration of taxable objects, calculation and implementation of
tax payments, preparation and submission of tax reports will be automated, with the knowledge, but
without the active participation of the taxpayer, under the constant supervision of tax authorities, with
prior warning of planned transactions and notification of completed procedures. The taxpayer will only
be informed about the progress of the fulfillment of his tax obligations and, in case of disagreement with
him, object to certain transactions in the electronic format established for this purpose. His objections,
claims, complaints and lawsuits may also be considered and resolved using artificial intelligence in
electronic format with notification of the results of the resolution of his complaints and lawsuits.
All tax procedures will also take place in electronic format — from registration and accounting of a
taxpayer, his objects of taxation and tax obligations to their provision and enforcement. Technically,
based on the level and pace of development of digital technologies and artificial intelligence, it’s all
real now. It is only a matter of time and setting tasks by authorized persons [5].

As for the human factor in digitalization, the human factor in the era of universal digitalization of
all processes and phenomena does not fade into the background, as it may seem at first, but acquires
a qualitatively new meaning when the interests of a person, his will and its expression are put at
the forefront, taken into account in each specific important case for a person and when the further
dynamics of the relationship depends on them. The human factor begins to manifest itself precisely
when it is objectively really important and necessary for a person.

Using concrete examples of particular cases of problems with electronic document management
arising in the practice of law enforcement, it is already possible today to identify with confidence
certain groups of these problems that require their study and timely solution.

Firstly, digital technologies are still being slowly and inexorably introduced in the field of taxation.

Secondly, the appearance of an electronic «double» of the taxpayer and other participants in tax
relations, digital duplication of their signatures, documents and activities, as well as their autonomous
existence from real persons (their owners) pose a threat of their personality splitting, the appearance
and subsequent identification of cases of inconsistency between the results of real and virtual reality
in their activities.

Thirdly, operations with the creation, dispatch, delivery to the taxpayer of electronic forms of
individual legal acts (notices, notifications, decisions, orders) or with the reflection in the personal
account of electronic forms of tax reporting received from the taxpayer, with all their apparent
automation, can be carried out in manual control mode when the taxpayer learns of their existence
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much later than the designated they contain the dates of their creation, dispatch or receipt (the problem
of the «time machiney).

Fourth, even in our age of artificial intelligence and digital technologies, no one is immune from
mistakes: neither a person, nor a robot, nor its creator, operator or ordinary user. Mistakes are also
possible in the work of programmers, operators, their offspring and users.

Digital transformation is one of the main factors of global economic growth. Measuring the
effectiveness of the digital economy quantitatively is quite difficult due to the lack of a unified approach
and the use of various methods for calculating key indicators [6].

The following factors have the greatest impact on the tax system of the state in the digital
economy [7]:

¢ the introduction and provision of digital public services in the field of taxation;

¢ creation of favorable tax conditions for stimulating investments in digital technologies;
automation of the tax control system;

¢ identification and development of a mechanism for taxation of new products, transactions
arising from the use of digital technologies.

The digital economy stimulates business activity by reducing transaction costs and information
asymmetry observed in some areas, for example, in financial markets. Therefore, the digital revolution
is too significant for any country to neglect. In the study “Harnessing the digital economy for developing
countries” [8] (The use of the digital economy by developing countries), OECD experts emphasize
that the size of the economy matters, but is not decisive, and therefore developing countries, using
strategic planning, should find and occupy their niche in the global digital economy.

In connection with the processes of digitalization taking place in the modern world, many states
conclude agreements among themselves on the automatic exchange of financial information for tax
purposes, and in 2017. The OECD has issued a standard for automatic exchange of tax information
«Going to Digital» [9], which is advisory in nature.

Among the challenges faced by the tax system in the digital economy, one significant issue is
the escalation of tax risks linked to tax evasion. This concern has gained prominence in response
to the proliferation of contemporary business models that operate without formal registration and a
physical presence within a particular country. The digital economy is typified by the expansion of
online businesses and the establishment of information and financial centers that engage in value
creation and profit generation. However, a key predicament lies in the often limited transparency of
digital economic activities, making them challenging to regulate [6]. Structural changes in taxation
are also evident, as the influence of the digital landscape is progressively altering the mechanism for
shaping mandatory tax components in the future.

Conclusion

Profound changes, primarily within tax administration, must be implemented to align with the
demands of the digital economy. This necessitates the adoption of innovative tax administration
techniques tailored to the digital age. Incorporating contemporary information technologies into tax
administration stands as a primary objective in the reformation of the tax system in the digital era.
The integration of digital technologies in tax administration is poised to enhance tax transparency and
ensure the obligatory fulfillment of tax obligations.

The key directions of the long-term development of the economy of the Republic of Kazakhstan
in terms of digitalization are: the need to form a system of normative legal acts, mechanisms and
instruments of the legislative framework regulating relations within the digital economy; the use of
cloud technologies in taxation, the creation of digital infrastructure (personal electronic services,
electronic document management and reporting) in the implementation of the conditions of information
and economic security of the state and business, protection of personal data, as well as privacy in
the digital space. The introduction of digital technologies in the economy will be facilitated by the
development of a mobile application that has a state status, including information about the updated
database of legislation, including tax.
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MA®PIAHABIPY JKAFJIANBIHIA CAJBIK 3AHHAMACBHIH JKETLJIJIPY

Anjgarna

Byn makanazma uudpiaHabIpy KaraaiblHAA CalbIK 3aHHAMACHIH TpaHC(hOpMAIMsIAY ACMEKTiIepi KapacThbl-
peutaner. Iller emmepmin Toxipubeci, CalBIKTHIK BIHTATAHABIPYABIH HETI3Ti HBICAHAApPHI 3epIeiieHei, ONapAbIH
acep eTy MYMKIHIIKTepi KopceTiieai koHe OyJ1 peTTe CajbIK TeTIriHiH jkaHa OaFbITTapblH KYPY KaXKCTTLTIr aiKbIH-
Janaibl. MeMIIeKeTTiH CallbIK )KYHECIHIH )KYMBIC 1CTey THIMALIITT OHBIH MEMJICKETTIK IBIFBICTAP/Ib KAPIKbLIAHABIPY
MaKCaTbIHJIa OFOJKCTTIK KYHEere CaliblK TOJICMIICPiHIH TOJIBIK JKOHE Y3/IKCi3 TYCyiH KaMTamachl3 eTy KaOiieTiMeH
afikprHaanaapl. CanpkTap Ke3-KeJIreH MEeMIICKSTTiH SKOHOMUKAIIBIK TYPAKThUTBIFEIHBIH MaHBI3IbI IIAPTTAPBIHEIH 0ipi
0OJBIT TaOBLTABI, OUTKEHI Ke3-KEJITeH SIJIIH CANBIK JKYHeci MEMIICKETTIH 9JICyMETTIK — SKOHOMUKAJIBIK (PYHKITUIIA-
PBIH FaHa eMecC, COHBIMEH 0ipre JKajITbl SKOHOMUKAIBIK PETTEy KYHeciH OacKapyIblH MaHBI3bI KYpalAapbIHBIH 0ipi
6opIm TabbuTaEl. CallblK cally opKallaH MEMJICKETTIH eMip CYPYiHIH KaKeTTi MapThl, SKOHOMHKAIBIK CasCaTHIHBIH
MaHBI3[bl KYpajbl OOJ/bI jKoHE OOJbIN Kana Oepelli, SKOHOMUKAIIBIK OdceKere KaOiIeTTUIIKTI apTThIpyFa BIKIAJ
eTelll )KOHE (PUCKAIIBIK CTEMCHIIKTI JKY3eTre achIpybl KamTamachi3 eTe/i. CalblK 3aHHAMaChl KYKBIKTBIH KapPKbIH/IbI
JTAMBIT KEJIe JKaTKaH caylachl OOJBIN TaOBUIAAbl. Bysl TaHKamapielK emec, ceOeOi calblK 3aHHAMACHI CAlBIK Calry
MOCEIeNepiH/ie eJJIiH casicaThlH KOPCETeAl KOHE COWKECIHIIe KOFAaMHBIH JaMy Ke3eHiHe OalTaHBICTBI ©3TepeTiH
aTaJiFaH cajlalaFbl KOFaMHBIH OaChIMIBIKTaphIH KepceTeai. Ochbunaiima, ameMae OOIBII JKaTKaH e3repicTepre coifkec,
CaJbIK 3aHHAMACHIH UM PIaHABIPY KaFTalbIHAA KETUIIIpyTre OaFbITTaIFaH mapaiap KemeHi KapacThIPBLIa b

Tipek ce3mep: cajbIK, CAIbIK Caly, CallbIK CascaThl, MUPPIAHIBIPY, CATBIK 3aHHAMACHI, OFOIKET, CATBIKTHIK
OakpLIay.
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COBEPHIEHCTBOBAHHUE HAJIOT'OBOI'O 3AKOHOJATEJIBCTBA
B YCJIOBUAX HNUPPOBU3ALIUU

AHHOTaNUA

B naHHOIi cTaThe paccMaTpUBAIOTCS ACMIEKTHI TPAHC(HOPMALIMH HAJIOTOBOTO 3aKOHOIATENHCTBA B YCIOBHAX LU]-
poBu3aiyu. M3ydarorcst ombIT 3apyO0eKHBIX CTPaH, OCHOBHBIE ()OPMBI HAJIIOTOBOIO CTHMYJIHPOBAHHS, IEMOHCTPH-
PYIOTCSI BOSMOKHOCTH MX BO3IEHCTBUS, OIpenersieTcss HeoOX0AMMOCTb CO31aHUs HOBBIX HAIIPABJICHUH HAJIOrOBOTO
MexaHu3Ma. I(PPEeKTUBHOCTh (PYHKIIMOHMPOBAHUSI HAJIOTOBOM CHCTEMbI TOCY/IApCTBA ONPEEISIeTCs] €ro crocoOHO-
CTBIO 00ECIIeUnBaTh MOJIHOE U HEMIPEPBIBHOE MOCTYIICHHE HAJIOTOBBIX IJIaTeKel B OIO/PKETHYIO CUCTEMY C IIEIIBbIO
(hmHAHCHPOBaHUS TOCYIAPCTBEHHBIX PAcXo0B. Hajoru sSBIsIOTCS OJHUM M3 BOKHEHIINX YCIOBHH HKOHOMUYECKOM
CTaOWIIBHOCTH JIFO0Or0 roCyAapcTBa, MOCKOIBKY HAIOroBas cUcTeMa JII000H CTpaHbl SBISETCS OJXHHM M3 BaKHEH-
[IMX HHCTPYMEHTOB YIIPABICHUS HE TOJIBKO COLHAIEHO-9KOHOMHYECKUMHU (DYHKIUSMHU FOCYIapCTBa, HO U CHCTEMOI
9KOHOMHYECKOTO PEeryaupoBaHHs B LieloM. Haoroobnokenue Bcerna ObUIO M OCTaeTCSd HEOOXOAMMBIM YCIOBHEM
CyII€CTBOBaHUA IroCy1apCTBa, BayKHEHIIINM HHCTPYMEHTOM SKOHOMMYECKOM IIOJIMTHKH, CHOCO6CTByeT MOBBIIICHUIO
9KOHOMHUYECKOH KOHKYPEHTOCIOCOOHOCTH M 00eCHeYnBaeT OCylIecTBICHNEe (PUCKaIbHOTO cyBepenurera. Haoro-
BOE 3aKOHO/ATEIbCTBO SBJISCTCS TMHAMIYHO PA3BHUBAIOIIEHCS OTPACIIBIO ITPpaBa. JTO ICHCTBUTENILHO TaK, BEb HAJIO-
TOBOE 3aKOHO/IATENILCTBO OTPAXKAET IMOJIUTHKY CTPaHbI B BOIIPOCAX HAJIOTOOOIOKEHHS U, COOTBETCTBEHHO, OTPaKaeT
MIPUOPHUTETHI OOIIECTBA B TAaHHOI cepe, KOTOpbIe MEHSIOTCS B 3aBUCUMOCTH OT CTaJANH Pa3BUTHA oOmiecTBa. Takum
00pa3oM, B COOTBETCTBUH € NPOUCXOASAIIMMHI B MUPE H3MEHEHUSMH OyIeT pacCMOTPEH KOMIUIEKC Mep, HarpaBJieH-
HBIX Ha COBEPIICHCTBOBAHHE HAJIOTOBOTO 3aKOHO/IATENLCTBA B YCIOBHAX IU(PPOBU3AIIHH.

KiaioueBnie ciioBa: HaJIoT, HaJ'IOFOO6J'IO)K€HI/Ie, HaJiorosas ITIOJIMTHKA, III/I(l)pOBI/BaIII/IH, HaJIOTOBOC 3aKOHOOa-
TCIBCTBO, 6IOZ[)K6T, HaJIOTOBBII KOHTPOJIb.
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