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Abstract


Double taxation is a problem faced by almost every modern tax system . The methods , procedures and mechanisms that can be solved this problem in a big case will determine the extent and degree of legality and free transfer of earned income . The subject of this paper is not only an elaboration of the problem of double taxation of the example of the Republic of Macedonia but also suggested measures that would successfully overcame it specifically in personal income tax.
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Definition


What is double taxation ? Suppose that a person is a citizen of the Republic of Macedonia is working in Greece. The same person has income from work in Greece. Of the earned income person is required to pay personal income tax . Now the question is , which tax authorities this person will pay personal income tax ? Whether it will pay the country of his nationality or to pay the tax authorities in the country in which he has earned income ?
A key factor in determining the tax authority that the person is obliged to pay the tax is certainly national legislation . If Macedonia in its tax legislation applies the principle source of income ( territoriality ) , then the person will pay tax in Greece. If it Macedonia in its legislation in the calculation of taxes starts from the principle of citizenship then that person is required to pay the tax in Macedonia .
This means that if two countries apply the aforementioned principles in calculating personal income tax then the person must pay tax on their income they earned in Greece and the Greek tax authorities and tax authorities in Macedonia . So the same person for the same income he earned , paid personal income tax , the same month or year , and the tax authorities in Greece and in Macedonia . This is double taxation .

Terms of double taxation


So we can talk about double taxation is need to be cumulatively met several conditions , including:
- It is about the same taxpayer ( in our case it is the same person . However , if it is a different person then there is no double taxation ) ;
- It is about the same tax subject or object ( in our case it was about the same income that was earned in Greece. )
- If it were a tax equivalent ( in our case a question of personal income tax to be paid both tax authorities . Practice in can occur name carry two taxes are different in different countries , but it case is not about different taxes , but different names or different methodology of calculating . To avoid this problem usually determining the equivalence of tax most easily done with the help of the tax object identification ) . ;
- Yes it is the same time period for which the tax is calculated ( in our case it came in the same month or year . If the person pays the same tax on both countries but for a different time period i.e month or year then it is double taxation . )
- Yes it is a payment of two independent tax authorities ( in our case it had to pay tax and the tax authorities in Greece and the tax administration in Macedonia ) .

Forms of double taxation


Double taxation can occur in three basic shapes:
1. Internal double taxation . This kind of double taxation existing in cases where there despite the state at the same time for the same tax object , the same taxpayer pays the same type of tax and any other government ( local government). So the internal double taxation is a matter of taxation within a state ;
2. Double taxation within the boundaries of a federal state . It is a tax on the same taxpayer , the tax base , the same income and the same time period but the tax is payable on the republican and federal authorities ;
3. International double taxation . Earlier elaborated example shows exactly the essence of international double taxation . This form of double taxation due to the application of the fiscal sovereignty of each country and finding that each country sovereign and independent governing principles , methodology and types of taxes within its tax system .

What is not included in double taxation? 


In theory and practice, there are cases in which much resemble the double taxation but by its essence is not included in the forms of double taxation. Such occurrences are:
· Abovetaxation 
· Acumulating of taxes
· Economic double taxation
In practice there may be a situation in which a taxpayer is obliged to pay the same tax for the same period and central and local government , ie the two tax authorities of different rank . For example , this may be a case where a taxpayer is obliged to pay personal income tax, the same as 2010 , at the same time in local and central government . In this case it refers to abovetaxation. So as you can see from the previously stated example itself does not have those same harmful effects that have double taxation , on the contrary , this way can be justified if local and central government tend to collect more money from their bonds funding for their needs .

However , quite often in daily life use the term double taxation in cases where the same person ( taxpayer ) for the same time period , the same tax source pays more types of taxes . This is not double taxation , but rather the so-called accumulation of taxes . The taxpayer in most cases as a tax source uses its income could pay the same source of personal income tax, estate tax, gift and inheritance , VAT , customs duties , excise taxes , etc. at the same time . Thus is not comes to double taxation because the taxpayer is not aboutthe some taxes but  it comes to tax so-called cumulated income tax burden .

The third concept that is similar to the notion of double taxation is economic double taxation . Economic double taxation occurs when two people taxpayers pay two different taxes for the same period , the same tax authority belonging to different states or different federal entities subject to the same tax . For example , where a company at the end of the business year profit for the same is required to pay income tax . Since so taxed profit company later paid their assets to its shareholders as dividends for which they need to pay personal income tax . So in this case the same income tax is paid twice and it showed when a company gains and pay tax on the gain and the second time when shareholders receive dividends and pay personal income tax . In this case there is the so-called economic double taxation .

Consequences of the problem of double taxation in Macedonia
Pursuant to the Personal Income Tax in the Republic of Macedonia, taxpayer registration and possibly payment of personal income tax is any person who has his domicile or resident in the Republic of Macedonia for at least 183 days, day by day or cumulative during the year. Under the same law, the taxpayer is only obliged to report the income they earned in Macedonia, but also has an obligation to report revenues and eventually earned abroad.

Depending on the domestic tax legislation ( including international agreements in this area ) are calculated or liability to pay personal income tax . The problem arises in relation to the fact that local people generate income from abroad have no interest to declare such income because of them already pay taxes in the state in which they exercised , and for inaccuracy or omission of the state system , now in rule should again pay tax in their own country . Thus , on the one hand practiced tax evasion for failure to report income from abroad earned incomes and ground state after losing millions on behalf of outstanding income tax , and on the other , the state does not control the volume of funds that temporary workers earned abroad and entered Macedonia .

This in itself is a big handicap and thus affect the inaccurate statistics regarding the total inflow of foreign funds in the current year . It is not a small number of seasonal workers who usually offer their services to market our southern neighbor , Greece . The tens of thousands of workers each year are included in the labor market in Greece, whether it comes to their tourist industry , agricultural , manufacturing or other service activity (most of these workers are students , but not a small percentage of other seasonal workers ) . All these people assume that remain in Greece seasonal 3-6 months (according to existing visa regime , our citizens can stay the maximum 6 months within a year ) , realize some revenues that pay personal income tax in Greece , but because that we haven’t the bilateral agreement on the avoidance of double taxation and prevention of fiscal evasion , they did not report their revenues . Thus also entered money , failing to invest ( if they make PRO origin will ask for money to exist legality of the investment money ) , and thus keeping the money under the pillow , the state lost huge sums of fresh money if they did not exist the problem of double taxation to complete the accounts of our banks , the opening of a small or medium sized companies , the purchase of shares in the capital market or in a word to represent direct active factor in improving the overall economy.

The problem does not end just here , knowing the fact that many of our citizens working in other Asian and African countries such as Afghanistan , Iraq , Saudi Arabia and so on and in the absence of accurate and reliable statistics regarding the total number and total assets there earned by performing temporary work can only assume that it was a million dollars , which did not enter legally right way to Macedonia due to the above described problem . If we compare the amount of foreign Inward Direct Investment in our country pass years moving in an average of 200 to barely 300 million, then , the importance of these resources and their millions of legal entry into multidimensional Macedonia would have a positive meaning . All this money for them for the people who earned that income should be taxed in the country and  would transferring through their foreign accounts of domestic accounts , legally , through bank transactions , and thus would have the same legality tomorrow to make money or a bank deposit in the name , or open your own business and employ several people and develop their own business , or buy shares on the stock exchange , or in any other way may input fresh remittances in the development of the overall domestic economy .

Proposed measures to avoid double taxation in Macedonia
To overcome this situation , Macedonia should take several actions .
One measure is to start preparing and signing bilateral agreements on avoidance of double taxation with respect to taxes on income ( including capital taxes ) and avoid fiscal evasion . Namely , in this context, the Republic of Macedonia has concluded over 50 bilateral agreements and treaties among which all the EU countries , Russia , Ukraine , Belarus , Norway , Egypt , Iran , Italy , China , Latvia , Moldova , Serbia, Croatia , Turkey , Switzerland , etc. . The intention of our country should be if it is to eliminate the negative consequences of the problem of double taxation , access to the rapid conclusion of such bilateral agreement with the largest possible number of countries in the world , especially in those countries where there are significant number of our citizens who earn income .

In conditions when caused by inability for political or other reasons, as is the case with Greece , when bilateral agreements are excluded as an option , the state has available and other opportunities and ways to eliminate this problem as a system of repatriation and compenzation . The system of repatriation and compensation as one of the measures to overcome the problem of double taxation means, for example , of the total income tax paid in one country , rejecting already paid tax on that income in the other country . And this way is a real practical application in overcoming the problem of double taxation that occurs in relations between the two countries . This means that those countries that have political or other problems as removing this issue on a bilateral basis , have in themselves legal solutions to provide opportunity to people if the revenues from abroad they pay once personal income in our country you can register and enter legally as revenues without repeated taxes.

The third way to overcome the problem of double taxation is carrying a system of measures and regulations incorporated into their own legislation which restricts the state's own law regarding the taxation of foreign relations. In this context it can be applied the following methods: 
· Method of exemption;
· Method of credit;
· Method of reduced rates.
Exemption method consists in exclusion from the tax base in the country of residence of the part of the income or property which is made ​​in the territory of another country , which is called the country of source , in which they tax buildings are taxed . So the country of residence in which taxation is carried out according to the principle of global income , which includes unlimited use of the tax liability for its residents , absolve or exempt from tax subject to taxation , so that tax facility with appropriate taxable income only country where the income is generated or where the property is located .

The method of loan that is also called the method of calculation consider this : in the first phase of the residence country that taxation is performed according to the principle of global income or which imposes obligations too unlimited tax bonds for their income they make at home and abroad , the tax is calculated on world income or property worldwide . In the second stage , the taxpayer is given a tax credit or be allowed a reduction of the calculated tax amount of tax paid to another state or country of source . Thus complying with the principle of taxation according to world income but avoids double taxation . This means that if the person had income abroad and who are obliged to be taxed in Macedonia , if the foreign country has already paid a certain amount of income but at a lower tax rate than in Macedonia , then to calculate the amount of tax in that percentage that could simply supplement the amount of tax to the rate determined in Macedonia .

The method of reduced rates consists in applying the dual rates: regulated tax rates applicable to income or assets , generated in the country , the income or assets on the principle of unlimited tax liability are taxed in the residence country of in the country of source applying tax rates that are lower than the regular , for example, 50 % (instead of 20 % applied at 10% ) . Are double taxation shall be eliminated or mitigated depends on the amount of the tax rates in the country of source . If the country of source rates are the same as in the residence country then double taxation will only be mitigated . But if the applied rate abroad is worth 50 % of that in the residence state ( where it is 20 % ) , then the application of a reduced rate of 50 % ( ie the rate of 10 % ) in the residence country practically eliminate double taxation. 
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