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Abstract: Starting from 2025, the progressive scale of personal income tax will be introduced in Russia.
Under this taxation system, the tax rate increases alongside the growth of the taxable base, i.e., individuals’
income. For the first time, a five-tier progressive scale of personal income tax will be implemented, which
will be directly linked to income levels. The progressive tax is expected to promote social justice, as a
high level of wealth inequality characterises Russia. This article is devoted to the study of the impact of
the progressive scale of personal income tax on social inequality in Russia. It analyses the experience of
implementing progressive taxation in various countries and assesses the feasibility of its application within
the Russian economy. The article explores the potential social and economic effects of transitioning from
a flat to a progressive tax scale, including income redistribution, poverty reduction, and the promotion
of social equity. Particular attention is given to possible batriers associated with implementing this tax
reform, including administration issues, the shadow economy’s scale, and public perception. The authors
conclude that an assessment of the current tax system highlights the need for reforms to introduce
progressive taxation. Such reforms would contribute to a fairer distribution of the tax burden and
effectively combat economic inequality in Russian society.
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Amnnomayus: C 2025 ropa 3 Poccuu BBOAMTCH IporpeccusHas mkasa HA®A, mpu Tako HaAOroBoit
CHCTEME IIPOMCXOAUT YBEAHMYCHHE CTABKA C POCTOM HAAOrOOOAaraeMoOi ©0asbl, TO €CTb AOXOAQ
pusmgeckux Anr. Brepprre BBoARTCH mATHCTyIIeHIaTas nporpeccusHas mkara HAD®A, kotopas Oyaer
HAIIPAMYIO 3aBHUCETh OT VPOBHA AOx0Aa. lIlpeArmoaaraercs, 9TO IPOIPECCHUBHBIH HAAOL ITO3BOAUT
AOCTHYB COLIMAABHOH CIPABEAAHBOCTH, IIOCKOABKY B POCCHE HaOAIOAAETCA BBICOKOE HMYILIECTBEHHOE
paccaoenne. CTaThsl IOCBAIICHA HCCACAOBAHUIO BAHAHUA IporpeccuBHOI mkaAst HAD®A Ha yposers
COLIMAABHOIO HepaBeHCTBA B Poccun. AHAAM3HpyeTCAs OIBIT BHEAPCHHA IIPOIPECCHBHOIO
HAAOTOODAOMKEHUA B PA3AMYHBIX CTPAaHAX M OLEHHUBAIOTCA BO3MOXKHOCTH €rO IIPUMEHCHHA B
POCCHICKOH 9KOHOMHKE. PaccMaTpuBaroTCs IMOTCHIIMAABHBIC COITHAABHO-OKOHOMHYECKHE 9(PEEKTHI
IIEPEXOAA OT ITAOCKOW K IIPOIPECCHBHOI IIIKAAC, BKAIOYAS IIEPECPACIIPCACACHIE AOXOAOB, CHITKCHUEC
VPOBHA OEAHOCTH H CTHMYAHPOBAHHE COLIHAABHOI crpaBeasuBoctr. OcoOoe BHHMAHHE YACACHO
BO3MOKHBIM OapbepaM, CBA3AHHBIM C PEAAU3AIHCH AAHHOH HAAOTOBOH pedpOpMBI, BKAIOYAs BOIIPOCH
AAMHHICTPHPOBAHMUSA, YPOBHA TCHEBOH SKOHOMUKH H OOIIECTBEHHOIO BOCIPHATHA. ABTOPHI ACAAIOT
BBIBOA, 9YTO OIICHKA CYIIECTBYIOIICH HAAOTOBOI CHCTEMBI IOAYCPKHBACT HEOOXOAUMOCTH pedopM,
HAIIPABACHHBIX Hd BHEAPEHHE IIPOIPECCUBHOIO HAAOTOOOAOXKEHHA M 9TO IIOMOXKET B ODECHEYCHHH
BoAee CIIPaBEAAHBOIO PACIIPEACACHUA HAAOIOBOI HAIPY3KH U 3P EKTUBHOMN OOPbOE C IKOHOMUIECKUM

HEPaBEHCTBOM B pOCCI/IfICKOM O6H_[€CTB€.

Karwuesvie cavsa: IIporpecCcuBHAas ITKaAad HA(DA, COOHMAABHOEC HEPABECHCTBO, IIEPECPACIIPEACACHUEC
AOXOAOB, HAAOI'OBasl IIOAHTHKA, COIIMAAPHASA CIIPABCAAMBOCTD, HAAOIOBas pecpopMa.
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Abbreviations:

PIT is personal income tax

Introduction

Starting from 2025, a PIT progressive scale will be introduced in Russia (On Amendments. . .,
2024). Under such a taxation system, the tax rate increases in line with the growth of the taxable
base, i.e., individual income. However, this rate type is not entirely new, as since 2021, a higher
PIT rate has been applied to individuals earning over five million rubles annually. Nevertheless,
a five-tier PIT progressive scale will be introduced for the first time, which will be directly linked
to income levels. The first increased rate will apply to citizens earning over 200,000 rubles per
month, meaning the reform will affect a wider group of people than the one introduced in 2021.

At the same time, according to statements by the Minister of Finance of the Russian
Federation, Anton Siluanov, the reform will impact only 3.2% of the working population, or
approximately 2 million out of 64 million employed individuals. Many families with children are
expected to benefit from the changes.

The progressive tax is believed to help achieve greater social justice, given the high level of
wealth inequality in Russia. For instance, the Gini coefficient in Russia in 2023 was 0.36. This
places the country at a similar level of inequality to nations such as China, Chad, Kenya, and
Nigeria (Gini Coefficient, 2016). Due to the severity of inequality, in February 2024, the President
addressed the Federal Assembly, stressing the need to reform the tax system to achieve “a fairer

distribution of the tax burden in favour of those with higher personal and corporate incomes.”
(The Message. .., 2024)
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In this context, the question arises as to what impact the new PIT scale will have on Russia’s
social and economic situation. The issue of how the tax burden is distributed across different

segments of the population is becoming increasingly relevant.

Results

At present, the majority of countries around the world have adopted a progressive personal
income tax scale. As noted by T.D. Odinokova (Odinokova, 2015), a flat tax rate remains primarily
in the post-Soviet space, while most developed market economies have shifted to a progressive
system. The Scandinavian countries are particularly illustrative in this regard, as they have
managed to maintain a balance between high incomes and equally high taxes. According to
statistical indicators, Finland, Sweden, Norway, and Denmark consistently rank among the global
leaders in population welfare. At the same time, the Gini coefficient in these countries is also
among the lowest in the world (0.30 in Sweden, 0.28 in Finland).

Let us take Sweden as an example. Personal income tax is divided into municipal and
national components. The Constitution stipulates that the country’s authorities can set tax rates
and collect revenue for their respective budgets. At the local level, citizens pay municipal income
tax. Rates vary from 27.5% to 33.7%, with Stockholm, for instance, imposing a rate of 29.82%.

The national income tax rate is 0% for annual income below 426,300 SEK. For income
between 426,300 and 604,700 SEK, the rate is 20%; for income exceeding 604,700 SEK per
year, the rate rises to 25% (Skatter, 2022). Thus, total income tax in Sweden ranges from 27.5%
to 58.7%.

It is worth noting that the maximum PIT rate in Russia under the new scale will be 22%,
which is significantly lower than in Sweden. Moreover, under the new system, only the portion
of income exceeding the threshold will be taxed at the increased rate.

A flat tax system increases the tax burden on low-income groups while favouring the
wealthy. However, according to E.S. Vylkova (2027), to significantly reduce poverty and income
inequality, it is essential to exempt incomes below several subsistence levels from PIT
simultaneously, and to apply a PIT progressive scale to wealthy and ultra-wealthy taxpayers.
Vylkova’s view seems well-reasoned, as under the new PIT system, the first tax bracket remains
at 13%, meaning that the tax burden for low-income groups will not increase. In this regard, the
tax reform remains incomplete, as it only addresses inequality from the top end of the income
distribution.

Nevertheless, high tax rates on the wealthy may help narrow the gap between the rich and
the poor, ensuring fairer access to resources. However, suppose taxes on the wealthy are
increased while rates for the poor remain unchanged. In that case, this may only slightly reduce
the privileged access of the rich, without significantly improving access for the poor.

According to the Constitution (7993), Russia is a social state whose policy aims to create
conditions that ensure a dignified life and the free development of the individual. The
mechanism by which the progressive PIT scale operates is the redistribution of economic
resources. Revenue generated from higher PIT rates will go into the federal budget. This will
allow for increased spending on social and economic goals: support for participants of the
extraordinary military operation and their families, large families, and so on. In other words, the

increased PIT rate will help finance the needs of the most vulnerable segments of the population.
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Despite its advantages, the progressive tax system has significant drawbacks, such as
reduced motivation among high-earning workers and the outflow of skilled professionals to
countries with more attractive tax conditions. A vivid example of the negative consequences is
the case of France, where in 2012 a temporary 75% tax rate on income exceeding one million
euros was introduced (Iz France..., 2012). This decision sparked dissatisfaction among
entrepreneurs and celebrities, including Gérard Depardieu, who renounced his French
citizenship due to the heavy tax burden. As a result, the French government repealed the tax two
years later, acknowledging its negative impact on the economy and the country’s investment
appeal.

A progressive tax, which assumes increased tax rates for wealthier individuals, can help
citizens feel that their contribution to public resources is fair and proportionate to their income.
This, in turn, may reduce perceptions of economic inequality and injustice, thereby improving
public morale. Implementing such a system may promote greater social cohesion and trust in
public institutions, as people will see that tax policy aims to narrow the gap between different
segments of society.

This sociological dimension is reflected in statements made by government officials. For
example, according to Russia’s Minister of Finance, Anton Siluanov, revenue from the changes
to the tax system will be used to increase social payments, support maternity and childhood, and
develop social infrastructure. These statements are particularly well-received in light of statistics
provided by the Ministry, which show that the introduction of the PIT progressive scale will
affect only about 3% of the country’s working-age population (S#uanov. .., 2024).

It is also worth noting that the changes will not affect the income of participants in the
special military operation, nor will they impact bonuses and additional payments for those
working in the Far North and other regions with harsh or unique climatic and environmental
conditions. Considering current state policy and national unity surrounding the military actions

in Ukraine, these exemptions will also have a positive effect on public sentiment.

Conclusion

An analysis of the flat tax system in Russia until 2021 and the current two-tier system reveals
many issues related to its limited effectiveness in addressing economic inequality. One of the key
problems lies in the fact that the flat and two-tier tax systems essentially apply a uniform
percentage rate to all citizens, regardless of their income level. This can result in high-income
individuals significantly benefiting from the system, as they pay taxes at the same or only slightly
higher rate than those with lower incomes. Consequently, the tax burden on low- and middle-
income earners becomes comparatively heavier, exacerbating the issue of economic inequality.

Moreover, the flat and two-tier systems do not promote the redistribution of wealth, leading
to a shortfall in financial resources needed to fund social programmes that support vulnerable
population groups. This shortfall hampers investment in areas such as education, healthcare, and
social infrastructure—investments that could otherwise improve living standards across all
segments of society.

The absence of a more developed PIT progressive scale limits the state’s capacity to combat

poverty and social exclusion. The introduction of a five-tier progressive taxation system could



Tuculart Student Scientific, ISSN 2788-0699, No. 5 (2025)

help rectify this situation by enabling wealthier citizens to contribute more significantly to public
resources, thereby reducing inequality.

Thus, assessing the existing tax system highlights the urgent need for reform to implement
progressive taxation. Such reform would facilitate a fairer distribution of the tax burden and
offer a more effective means of addressing economic inequality in Russian society.
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