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ABSTRACT 

Tax is the most important type of public revenue. Taxes are necessary for the functioning of the state. 

It is difficult to imagine the state as a legal entity, without taxes. Most of the funds for financing public 

expenditures were obtained through taxation. The phenomenon of double taxation occurs when several 

sovereign countries claim the right to tax the same taxpayer for an identical period, which leads to a more 

severe form of taxation to the detriment of the taxpayer. The aim of this paper is to present the way of 

treating the problem of double taxation with special reference to the methods and measures of eliminating 

double taxation. The authors also point to certain aspects of the problem of double taxation in Kosovo UN 

1244 
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DOUBLE TAXATION 

The world economy is based on global trade, international trade in goods and factors of production. 

Foreign direct investments generate income for domestic and foreign entities. Every state, of course, 

intends to tax your income. Tax is the revenue of the state that it collects on the basis of power (forced 

giving) from the subjects under its sovereignty, without direct compensation, in order to cover public 

expenditures. "If the same taxpayer is taxed more than once, then there will be double legal taxation."[10] 

Double taxation is an obstacle to the movement of capital and investment from one territorial unit to 

another. The consequences of international double taxation are unfavorable from an economic and fair 

point of view. "People in this situation are discriminated against in relation to other people whose income 

or residence does not have an international component.[5] Double taxation directly increases the cost of 

capital movements. Thanks to double taxation, the economic position of taxpayers who are closed within 

the borders can be far more favorable. national economies in relation to those engaged in international 

business. "[3] 

Double taxation is a situation in legal life, when the same person and in connection with the same 

subject of taxation is taxed with the same or similar taxes, for the same period by several tax authorities, 

which are of the same rank[6]. "In other words, double taxation exists when the same tax event is regulated 

in two different tax laws as a fact that gives rise to a tax liability."[9] There are internal and international 

double taxation, depending on who are the bearers of the conflicting tax jurisdictions. When there is a 

conflict between the members of a federal state - a republic, a state (what is the name of federal units in 

the Russian Federation, ie states in the United States) or provincial (example of the Federal Republic of 

Germany), or local self-government units within one state, then on internal double taxation.[7] 

"International double taxation exists when, for the same subject of taxation, the same or a similar tax is 

levied on the same person for the same period by two or more States." Therefore, for double taxation, in 

addition to the existence of at least two tax authorities of the same rank, the identity of the following 

elements is required: the taxpayer, the subject of taxation, the tax and the period in which the taxation is 

performed.[4] 

The identity of the object of taxation or tax object means the equality of objective facts, the appearance 

of which gives rise to a tax liability.[11] Examples of these facts are: the physical existence of the taxpayer, 

the existence of rights, realized income or income or turnover of products or services. "For the identity of 

the subject of taxation, it is not necessary that the legal definition of the object of taxation or the procedure 

for determining the tax base be the same in both countries."[3] "It is not always easy to determine the 

identity of the taxes introduced by two different tax authorities. In order to be double taxed, it is necessary 

for the taxes to be similar, that is, to be basically the same."[10] The criterion on the basis of which the 

identity of the tax is determined does not always have to be the legal definition or name, but the economic 

character of the subject of taxation.[12] 

When taxation refers to the time in which the tax liability arose, then it can be about the identity of the 

taxation period. More precisely, if the tax liability arises when a tax event occurs that can be subsumed 

under the legal description of the tax factual situation, then double taxation means that this tax event is 

normatively regulated in at least two tax regulations. It is a matter of double taxation when the same tax 

event is regulated in two different tax laws as a fact that leads to the occurrence of a tax liability.[13] 

Phenomena that are similar but also have significant differences should be distinguished from double 

taxation. With double taxation, the points of contact are: additional taxation, tax accumulation and 

economic double taxation. The difference between double taxation and additional taxation, for example, 

is that double taxation is the taxation of the same person in connection with the same subject of taxation, 

the same or similar taxes for the same period by several tax authorities of the same rank. One tax authority 

is superior to another (lower) tax authority when it comes to taxation. When the same taxpayer has the 

obligation to pay several different taxes on the same tax object in the same time interval, with different 

manifestations of his tax power, then it is a matter of accumulating taxes.[14] 

"Economic double taxation exists when two legally different but economically related taxpayers are 

taxed with the same tax, in the same time period, in relation to the same subject of taxation. Thus, for 

example, there will be economic double taxation when the owner and usufructuary of the same real 

estate."[9] " Economic double taxation occurs when it is prescribed that a company should pay tax on its 

profits, and its shareholders should additionally pay tax on dividends paid from that taxable profit."[15] It 
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is easily distinguished from legal double taxation, since in economic there are two taxpayers, who have a 

special legal personality, but there is an economic link between them. This type of double taxation can be 

internal, within one state, or international, between two states. 

Double taxation arises as a result of conflicts of tax laws. The conflict of tax jurisdictions arises because the 

principles that would limit the sovereignty of the state in the tax sphere are not founded in international public law. 

The principle of extraterritoriality is a legitimate exception, on which tax and other fiscal privileges are based, and 

they apply to the staff of diplomatic and consular missions of foreign countries in the receiving country. Which 

decisive facts will be taken as important for the tax jurisdiction is directly related to how the state regulates its 

national interest in the field of tax law. The tax jurisdiction of the state is conditioned by the circumstance that 

there should be a specific connection between the state and the taxpayer and it is called a decisive fact or principle 

for determining the tax jurisdiction. Thus, "a state imposes a tax claim only on persons who are in some way 

subject to its territorial sovereignty on the basis of certain decisive tax facts. The determination of different decisive 

facts between different states leads to international double taxation. Conflict of tax jurisdictions of sovereign states 

is resolved by applying unilateral or bilateral measures ".[3] 

The decisive facts on the basis of which the state establishes tax jurisdiction are: 1. the principle of citizenship; 

2. residency principle; 3. source principle. The principle of citizenship means that the state has the right to tax all 

persons who are its citizens, regardless of where they earn income or where they own property. "The United States 

establishes such jurisdiction over its citizens and companies established in the United States, regardless of where 

the income originated. Business profits made by a U.S. corporation in Italy are taxable in the United States (and 

normally in Italy). a citizen who has a residence in Switzerland and comes from employment in Switzerland is 

taxable in the United States (and also in Switzerland). "[2] The principle of citizenship causes the citizens of one 

country to be at a disadvantage compared to non-citizens when both earn income or have property in that country. 

The principle of citizenship, as a decisive fact, no longer has the significance it had in the past. In addition to the 

United States, only the Philippines still takes citizenship as a decisive fact in establishing tax jurisdiction. The 

principle of citizenship is increasingly giving way to another decisive fact, residency. 

Residence is the permanent or temporary physical presence of a person in a certain territory. This 

principle implies that a natural person is taxed in the country where he resides for a certain period, 

regardless of the source of income. "Tax residency is usually established for a particular fiscal year, but 

the length of stay is important on the basis of which it is determined whether a person was a resident of a 

state in the prescribed period of the observed fiscal year."[3] 

The source principle refers to the territory in which the real estate is located, a permanent business unit or a 

permanent base in which professional activity is performed, on which funds are used from which dividends and 

royalties from copyright and industrial property rights are paid, ie where resident debtor who pays interest. 

According to the decisive fact of the source, "only the source country should tax dividends, interest and royalties 

originating from its territory, as well as business profits made by a non-resident company."[15] 

METHODS OF ELIMITING DOUBLE TAXATION 

The elimination of double taxation is done through methods implemented by the state of residence, in 

those situations when the conflict rules are not of absolute importance, ie when a subject of taxation can 

be taxed by both the country of residence and the country of origin. In that case, the conflict rules cannot 

prevent double taxation, so it is necessary for the country of residence to take additional measures.[17] 

These additional measures are: the exemption method and the credit method. With the exemption method 

(which has two forms in the taxation of personal income tax and with other progressive taxes: the full 

exemption method and the progressive exemption method), the state does not tax a certain income, ie 

certain property items that can be taxed only in another state.[18] A variant of the method of excluding the 

so-called full exemption (which is rarely used as a method) means that the state of residence does not take 

into account income or property that is exempt from taxation when determining the progressive tax rate 

that will be applied to the rest of the income, ie property. It should be borne in mind that the application of 

this method does not take into account part of the income, ie property that is excluded in the country of 

origin. [19]In the case of the progressive exemption method, the country of residence exempts from 

taxation the income earned in the country of source, ie property located in the country of source in order 

to eliminate privileges based on the effect of progressive tax rates. Excluded income or assets are taken 

into account when applying a progressive tax rate to the rest of the income or assets.[20] 
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By applying the credit method (which originated in the Anglo-American tax system), the state deducts 

the tax paid in the source country on certain parts of the taxpayer's income or property from the tax it 

determines on world income, ie on the world property of its resident. There are several types of loans, 

depending on the size and type of double taxation that needs to be eliminated. The full credit method and 

the ordinary credit method are types that occur depending on the size of the loan. The procedure by which 

the tax paid in the country of origin is deducted in full from the tax imposed by the country of residence, 

it does not matter whether the amount of tax paid abroad is greater than that part of the tax which could be 

attributed to the income in the country of residence. is realized or the property is owned abroad, is a method 

of full credit. The ordinary credit method (which is in practice less common than the full credit method) is 

the procedure by which a tax paid in the country of origin is recognized as a credit at the expense of the 

tax determined in the country of residence, but only up to the amount in the country of residence. tax rates, 

could be attributed to income or assets earned abroad.[21] 

If the type of double taxation that is eliminated is taken into account, two methods of tax credit can be 

applied: the method of direct tax credit and the method of indirect tax credit. Elimination of double legal 

taxation is done by applying the method of direct tax credit. On the other hand, the elimination of double 

economic taxation is regulated by applying the method of indirect tax credit.[29] 

CONVENTION FOR THE AVOIDANCE OF DOUBLE TAXATION 

The methodology for avoiding international double taxation is determined by two instruments: 

domestic regulations and international agreements. Adequate implementation of international agreements 

in the tax system enables taxpayers to make large tax savings. 

Conventions are interstate agreements or treaties and serve to avoid international double taxation. 

They are subject to the regulations of the state or territorial unit on entry into force (upon ratification), as 

well as other international agreements. "The question of the relationship between international conventions 

on the avoidance of double taxation and national law is raised, ie the question of the place of international 

conventions in the hierarchy of national sources of law. Two solutions are possible in this regard. First, 

international conventions take precedence over domestic legislation. second, international treaties have the 

same rank as national laws. "[9] 

It is possible that, based on the conflict-of-law rules in the convention, a state has the exclusive right 

to tax in relation to a particular subject of taxation. The basic goal of the convention on the avoidance of 

double taxation through such conflict-of-law rules was then achieved, so that additional procedures have 

no purpose. However, when a subject of taxation may be taxed both in the country of residence and in the 

country of origin, then the conflict rules cannot prevent double taxation. It is necessary for the state to be 

able to apply some of the methods to eliminate double taxation.[31] International conventions on the 

avoidance of double taxation have advantages over domestic measures to eliminate double taxation, but 

also certain disadvantages. "The advantages of international measures are reflected in the fact that: 1) they 

ensure uniformity in relations between different countries, improve investment conditions, as they ensure 

the stability of the tax regime in the country where capital is imported, and 3) contribute to more efficient 

fight against tax evasion." The disadvantages of international conventions on the avoidance of double 

taxation in relation to unilateral measures are the following: 1) the process of concluding international 

conventions usually takes a long time, 2) agreement on concluding a convention can be reached if 

differences in national tax legislation are not large, 3) international measures restrict the state to completely 

autonomously creates its tax policy and the like. "[9] 

International conventions can be bilateral or multilateral. Most often, they are bilateral conventions 

concluded between two countries. "Multilateral conventions for the avoidance of double taxation constitute 

an agreement between at least three Contracting States. They establish in a uniform manner the principles 

which delimit the tax jurisdictions of the Contracting States and regulate methods for preventing or 

eliminating double taxation."[22] Multilateral conventions have the advantage that a number of states agree 

to remove double taxation from their tax systems and because they contribute to the creation of unified 

rules in this area of tax matters. However, the number of multilateral conventions is small and this is proof 

that different tax systems are still easier to harmonize on the basis of bilateral conventions. 
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AVOIDANCE OF DOUBLE TAXATION OF VALUE ADDED TAX BETWEEN THE 

REPUBLIC OF SERBIA AND KOSOVO UN 1244 

In 2005, the Government of the Republic of Serbia made a unilateral decision to abolish VAT on 

goods distributed in Kosovo and Metohija. The exchange between Serbia without Kosovo and Kosovo is 

carried out freely on the basis of the CEFTA agreement signed on behalf of Kosovo by UNMIK, which, 

respecting the sovereignty of Serbia, did not charge customs duties on goods of Serbian origin. As VAT is 

not paid on goods shipped from Serbia that are distributed in Kosovo, but only the UNMIK tax, space is 

open for various types of abuse. Goods from Serbia entered Kosovo with a so-called certified sheet, which 

was stamped at the administrative border with which the goods were exempt from VAT. The VAT 

exemption for goods entering Kosovo is justified by EU standards which stipulate that taxation is done 

according to the place of consumption. This means that, even if Serbia considers Kosovo and Metohija 

part of its territory, goods shipped there are exempt from VAT in order to avoid double taxation, given that 

these goods are taxed by Kosovo's temporary institutions. In that way, the goods placed on the territory of 

Kosovo were given the status of exported goods, exports. In fact, these goods have the same status as the 

goods that are exported, sold to any other country whose sovereignty is recognized by the Republic of 

Serbia. Pursuant to the decree of 14 December 2013, the evidence that the goods were shipped to Kosovo 

are considered to be: a single document issued in accordance with applicable regulations containing a 

certificate that the goods withdrew from the territory of the Republic of Serbia to the territory of AP Kosovo 

and Metohija; excerpt from the business account of the VAT payer that the transfer of funds from the 

business account of the recipient of the goods to the business account of the VAT payer - the supplier of 

the goods has been made for the supply of goods.[32] 

The novelty is that instead of the Evidence Document (certified sheet), a single document (JCI) issued 

in accordance with customs regulations is now used as evidence. In that way, double taxation is avoided, 

and such a commodity regime is valid for the entire territory of Kosovo during the period of validity of the 

UN Security Council Resolution no. 1244. Products imported into Kosovo from third countries, if cleared 

through customs in Serbia without Kosovo, were subject to a customs duty of 10%, while imported goods 

from third countries that transited through Serbia without Kosovo and were not cleared through customs. 

, appropriate customs duties were charged according to the UNMIK tariff. VAT is calculated and paid on 

the supply of goods from Kosovo to the territory of the Republic of Serbia in accordance with the law[33]. 

When it comes to the movement of goods from Kosovo to Serbia, the Government of Serbia does not 

intend to withdraw the decision which from December 3, 2008 prohibits the entry and transit of products 

from Kosovo in which the accompanying documentation mentions Kosovo Customs instead of UNMIK 

customs. At the same time, no one officially wants to comment on the decision of the temporary authorities 

in Pristina to retaliate with the same measure, which is also one of the major disagreements in the 

negotiations between Belgrade and Pristina in Brussels. Serbia without Kosovo, by the way, delivers 15 

times more goods to the territory of Kosovo than it buys from Kosovo. According to the data of the Serbian 

Customs Administration, the total registered turnover of Serbia without Kosovo and Kosovo in 2015 

amounted to 199.7 million dollars. A total of 189.7 million dollars of goods produced in Serbia without 

Kosovo were sold on the territory of Kosovo. That amount, by the way, represents 2.1 percent of the total 

export of Serbia. In the same period, goods worth 10.04 million dollars were placed in Serbia from Kosovo, 

which is 0.06 percent of the total Serbian imports. 

Serbian producers traditionally sell goods in Kosovo. There are fears that, due to political relations, 

this market could be taken over by companies from other countries.  

CONCLUSION 

The issue of double taxation is topical at the international level. This is a consequence of the permanent 

process of exchanging goods and services. There are also double antagonistic interests. On the one hand, 

states are trying to expand their tax jurisdiction. On the other hand, individuals and legal entities have an 

interest in reducing expenditures. For individual individuals and legal entities living in two or more 

countries, the main interest is to reduce expenditures and avoid double taxation. In the positive law of 

Serbia, the avoidance of double taxation is regulated so that there are over thirty treaties (which have been 

ratified and implemented in national legislation) that regulate this area. In principle, it is crucial for every 
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country, (including Serbia) to solve the problem of double taxation. One of the most appropriate solutions 

is to conclude international agreements with countries with which there is the best economic cooperation. 

However, the solution that Serbia concludes agreements on avoiding double taxation with countries that 

are not its most important economic partners is also useful. Such cooperation leads to the improvement of 

economic and financial relations at the international level. 

Since declaring disputed independence, Kosovo has signed a small number of double taxation treaties. 

The number of agreements signed is in great disproportion even with the number of countries that have 

recognized Kosovo's independence. It is clear that the territory that does not have full state capacity has a 

limited scope for concluding international agreements, which causes great damage to the process of 

attracting foreign direct investments. Thus, the development performance of this economic territory is 

limited. 
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