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EFFECTIVENESS OF INTRODUCING A PROGRESSIVE SCALE
OF TAXATION FOR INDIVIDUALS AND LEGAL ENTITIES
IN THE REPUBLIC OF KAZAKHSTAN

Abstract.Any fruitful discussion of tax reform should confirm how our tax code works and which groups pay
the most. Lawmakers should be mindful of the trade-offs associated with trying to raise revenue from a small number
of taxpayers, and the problem of generating significant revenue without extensive taxes for all Americans. As these
graphs show, the current distribution of the tax burden is very different from what many might think. Progressive tax
has a higher percentage of income from high-income groups than from low-income groups and is based on the
concept of solvency. If the tax system were not progressive, each income group would have a more similar share of
the total tax burden, equal to its share in the country's income.
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INTRODUCTION

Modern research has revealed that excessive population inequality is not only a destabilizing factor
that creates a potential threat of conflict, but also negatively affects the country's economic and
demographic indicators, affecting production motivation.

The experience of developed countries shows that a certain degree of income equality can exist even
in a market economy and is achieved largely due to the relevant social policy of the state, based on a
significant share of social expenditures in the budget and an effective system of taxation of population
incomes. Income tax from individuals is an integral part of the tax system of the state, designed to carry
out not only the fiscal function, but also contribute to the solution of socio-economic problems facing the
country. An effective taxation system should stimulate the economic activity of citizens, as well as
promote the redistribution of income in society in order to prevent sharp differentiation in the standard of
living of the population and, as a result, the emergence of social tension in society.

MAINPART

The modern theory of optimal income tax progressiveness begins with the utilitarian principle, but
considers the problem as a compromise between the social benefits of a more even distribution of income
after taxes and the economic damage caused by highly developed taxes. Economists cannot solve the
social benefits of equality — they are best left to theologians and philosophers for discussion. But the
economic costs of progressive tax rates are understandable, in principle, and economists have put a lot of
effort into knowledge. A progressive tax structure is one in which the tax liability of an individual or
family as part of the income increases along with the income.

Kazakhstan is a country with an average level of economic inequality. The Gini coefficient, which
allows vou to see how big the difference in the share of income between different strata of the population
is, in 2010 amounted to 0.278 according to the Statistics Agency of the Republic of Kazakhstan. The
specificity of Kazakhstan (and Russia too) is a different level of stratification depending on the region of
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residence. One of the reasons for the strong inequality is the high difference in income that different
categories of citizens have. In Kazakhstan, in 2010, according to the annual survey of houscholds
conducted by the Agency for Statistics of the Republic of Kazakhstan, the income structure from
households (wages and entreprencurial income) accounted for 80.9% in the structure of household
incomes. At the same time, income from employment amounted to 71.3% of all household incomes,
income from self-employment and entrepreneurship 9.6%., pensions - 11.9%, scholarships - 0.3%, TSA
and housing assistance - 0.1%, material assistance from relatives, alimony, other income - 3.3%.
Inequality in the distribution of these sources of income is the main cause of economic inequality in the
whole country. It is extremely important from our point of view to conduct a detailed analysis of the
permissible boundaries of the inequality. For example, regional inequality is very high and needs to be
reduced. It is necessary to use various mechanisms to reduce inequality, including property tax, and
effective taxation of household income, which is used by all developed countries.

Experts propose to make adjustments to redistributive mechanisms, which will take place in four main
areas:

The first direction. The introduction of a progressive scale of taxation of personal income as the most
fair and allows to reduce inequality. The second direction. Since the existing tax rate on income received
in the form of dividends is much lower than the tax rate on labor income, it proposes to increase the tax
rate on income in the form of dividends.

The third direction. Introduce a progressive tax rate on the market value of real estate, while the cost
of real estate should be taken into account, and the tax should not apply to owners of ordinary apartments.
It should be noted that along with the problem of choosing a tax rate, a number of authors are actively
discussing this issue. For example, it is proposed to introduce housing standards for one person and apply
tax on real estate only for those who exceed these standards.

The fourth direction. Introduce a progressive luxury tax.

The introduction of a progressive scale of taxation of personal income
as the most fair and allows to reduce inequality.

Since the existing tax rate on income received in the form of
dividends is much lower than the tax rate on labor income, it proposes
to increase the tax rate on income in the form of dividends

Introduce a progressive tax rate on the market value of real
— estate, while the cost of real estate should be taken into account, and
the tax should not apply to owners of ordinary apartments

redistribution mechanism

— Introduce a progressive luxury tax.

Figure 1 - Progressive tax input mechanism

Most foreign economists argue the use of a progressive tax system in that when income levels rise,
consumption tends to fall. According to them, families with low incomes are more likely to quickly spend
available money on necessary goods and services, and this leads to an increase in cash in the economy. At
the same time, high-income families spend only some part of their money on goods and services, while a
significant part of the money is not spent by them, but is accumulated or invested. Money that high-
income families save or invest does not increase demand for goods and services in the economy. That is
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why, according to foreign studies, economic consumption can be stimulated by reducing the tax burden on
citizens with lower incomes and at the same time increasing it for taxpayers with higher incomes.

With the progressive taxation of personal income in most cases, a different number of rates is used,
usually four to five. Since if you tax heavily only those who earn a lot, then collecting the necessary
amounts into the treasury will fail. This is due to the fact that wealthiest citizens will try to use various
schemes to reduce tax payments, and will also withdraw their finances from the country through offshore.

“In a number of countries tax measures are applied to support the poor. For example, in Australia,
tax-free annual income is set at the equivalent of 4600 US dollars, in Brazil - 5300 dollars, in Germany -
9000 dollars, in the UK - 15500 dollars. In the USA, non-taxable the minimum is $ 9,075.

In these countries, with minimal income, small business owners are exempted from taxes, which helps
them grow faster. There are more companies that, over time, receive more and more income, and,
accordingly, more money comes to the state treasury .

Pros and progressive tax system for owners of organizations.

1. The difference between the largest income and the smallest will decrease. This will reduce the
number of property layers of our society. This will give an increase in the volume of markets for various
goods, since the layers will merge with each other and in each of them there will be more people.

2. The increase in markets, together with lower costs, will intensify competition and lower prices,
which will positively affect the lives of all segments of the population, especially the poor. Which, in turn,
will reduce social tension and strengthen the political stability of our country.

3. Over time, part of the income that rich people will not receive will go to raising workers' wages.
Which will increase the middle class of our country and positively affect our lives. People who earn more
than they need to survive will spend more on entertainment, on improving their lives, will save more.

4. The reduced income difference will positively affect the lives of small towns and the entire Russian
outback. There will also be vacancies with "capital" wages.

5. The introduction of a progressive tax system will change the attitude of owners to their business.
The desire to make money quickly, to quickly get the result will decrease. This will positively affect the
survival and stability of their organizations. The reliability of counterparties will also increase, which will
also positively affect the work of economic entities. After a couple of decades of this situation, the owners
will look at their business as a long process that will bring long income not only to them, but also to their
children and grandchildren.

6. Economic crime will decrease, as it will be more difficult to withdraw and whitewash significant
amounts. They will either need to be kept in the accounts of legal entities that are well controlled by
banks. Either withdraw cash through criminal schemes, or fall under tax evasion. And any large amount of
cash will immediately raise questions about its origin and the payment of taxes from it.

That is, the long-term functioning of economic criminal schemes will become more complicated, their
organizers and beneficiaries will not be able to pretend to be law-abiding citizens for a long time. This will
again have a positive effect on the economic climate and relations between businesses. The pros of the
progressive scale for the rich far outweigh the minus, which can be offset by the low cost for them.

Now the movement of money between legal entities and individuals is unlimited in both directions.

CONCLUSION

The introduction of a progressive tax system will limit the movement of money from legal entities to
individuals. Salaries and incomes will settle down for some time and will no longer depend on the amount
of money circulating between legal entities. That is, of course, after solving the issue of illegal cashing, it
will be possible to greatly increase the amount of funds of legal entities by increasing their lending for
investment purposes without fear of greatly accelerating consumer inflation.

In addition, an important task is to ensure the preparedness of the tax authorities and the population
for universal declaration of income. In countries where a progressive taxation scale is applied, almost all
economically active people are obliged to declare their income on their own. In this case, citizens must
take into account their income from various sources, summarize them, prepare a tax return, and, if
necessary, prove to the representatives of the tax authorities the legality of their origin.
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KA3AKCTAH PECIYBJINKA CBIHJIA J)KEKE JKEKE TYJIFAJIAPFA 'KOHE 3AHJIBI TYJIFAJIAPFA CAJIBIK
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AnHoTamust. Calblk pedopMachHBIH Ke3-KEIT'eH KEeMICTI TaTKbUIayhl O13/iH caIbIK KOJCKCIHIH Kalak *KyMbIC iCTCHTIHIH
JKOHE KAl TOIITap €H KOIl TolleM JKacalThIHALEBIH pacTaybl KepeK. 3aH MbFapyIbiiap calblk TOIeyIILIEPIiH a3 CaHbHAH Kipic
alyra TBIPBICYMEH KoHe GapiiblK aMEPUKAHIBIKTAD VIIHH KEHEUTIINeH CalbIKChI3 KOMAKTHI KIpIc any Maceneci MeH GaiIaHbICThI
cayla-CaTThIKTBI eckepyi Kepek. Ochl TpaduKTep KOPCETKEHIEH, CATBIKTHIK KYKTEMEHIH Kazipri Ke3Jeri Tapalybl KeITercH
ajlaMap OMIACTHIPFAHHAH MYIieM o3rerie. [IporpeccHBTI calmblK TaObICHI TOMEH TOINTApFa KaparaHja >KOFaphl JICHTeH
TONITaparbl KipicTepAiH MAfbI3ApIK MOIIepiHe We JKoHe ToleM KaOlUTeTTLTr TYKbIphIMAaMachlHa Heri3fienreH. Erep cambik
JkKyiteci TiporpeccuBTi GomMaca, apGip TaGeic TOOHI KANIBI CANBIK ayBIPTIATBIFBIHAA €1 KipiCTepiHAeri OHBIH YIIeciHe yKcac
Keel.

Tyiiin ce3mep: calbIK TOIEYIII, IPOTPECCUBTI CATTBIK, TabBIC, XaIbIK, OMIp ICHIeHi.
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3®PEKTUBHOCTD BHEAPEHHA ITPOI' PEC CUBHOM IITKAJIBI HAJTOT OOBJIOKEHUSA
JUIA PU3NYECKHUX U IOPUTUYECKUX JIULI B PECITYBJIMKE KA3ZAXCTAH

AnHoTanust.J[foGoe IUI0J0TBOPHOE 0OCYKJIEHUE HAIOTOBOH peopMBI JOIKHO IIOATBEPXKAaTh, Kak paboTaeT Hall
HAJIOTOBBIM KOJIEKC, M KaKhe IPYINILI IIaTIT GoJbIle BCero. 3aKOHOJaTeNH JIOJDKHBI IIOMHUTh 0 KOMIIPOMUCCAX, CBSI3aHHBIX C
TIOTIBITKOM TIOJHATE J0XO0J 0T HeOOMIBINOro YKciia HAIOTrOINIaTeNbINUKOB, U 0 IpobleMe IOy YeHHs 3HAUUTEIBHBIX JJOX0JI0B 0e3
OOIIMPHBIX HATOTOB JUIS BeeX amMepuKaHIeB. Kak 1okaspIBaroT 3TH IpaduKy, HbIHEIHEEe paciipe/ielieHue HaJoroBOro GpeMeHu
CWIBHO OTIMYAETCs OT TOTO, YTO MHOTHE MOIYT IIOyMaTh. [IporpeccUBHBIN HaIOT MMeeT GONIBINHI IIPOIEHT JI0X0/a OT IPYIII
CBBICOKMM YDOBHEM JIOXOJ@, YeM OT TIpYINI HaceleHWs CHU3KMM YDOBHEM JI0X0jJa U OCHOBBIBacTCsS Ha
KOHIIEIIMY ILIaTekectiocobHocT. Ecnmu Gbl HAIOroBas cucTeMa He ObUIa IIPOTPECCUBHON, Kakzas IPyIIa J0X0/0B Hecla Obl
6olee CXOTHYIO JIOIO OOIIEero HATTOroOBOro GpEMEHH, PaBHYIO €€ JIoJIE B JIOX0/1aX CTPaHbL

KiroueBble c10Ba: HATOTOINIATENBIIMK, IIPOTPECCUBHBIIN HAIOT, JI0X0/], HACENCHHE, YPOBEHb KU3HU

Information about authors:

Valieva Majra Muhametgalievna - PhD in economics North Kazakhstan state University Named After M. Kozybayev,
mvalieval 975(@mail.ru, https://orcid.org/0000-0002-0312-6245;

Kendyukh Evgeni Ivanovich - PhD in economics, North Kazakhstan state University Named After M. Kozybayev,
kenduh@mail.ru, https://orcid.org/0000-0002-1691-8647

Esembekova Dinara Temirgalievna - Doctoral student North Kazakhstan state University Named After M. Kozybayev,
https://orcid.org/0000-0002-3966-4133

Kopylova Oksana Vasilevna - PhD in economics, North Kazakhstan state University Named After M. Kozybayev,
https://orcid.org/0000-0002-9506-6648;

Baimagambetov Azamat Amanzholovich - doctoral student, North Kazakhstan state University. Named After M.
Kozybayev, https://orcid.org/0000-0002-2074-2509

REFERENCES

[1] Vladimir Bobrov. Problems of individual income tax in the draft tax code. Chamber of Tax Advisers Kazakhstan.

[2] Gorsky I.V. Tax policy of Russia: problems and prospects // Monograph. -M .: Finance and statistics, 2003. - 288 p.

[3] Bagryakov (2012) Will there be a progressive income tax in Russia?

[4] Chichelev M.E. To the question of an alternative to a flat and progressive scale of taxation of income of individuals.
Financial Herald No. 17,2007

[5] Bobkov V.N. Taxation of family income based on consumer budgets. The standard of living of the population of the
regions of Russia. - 2005. - No. 11-12

[6] Kostyleva L.V. Taxation as a mechanism for regulating population inequality. // Economic and social changes: facts,
trends, forecast. 3 (15) 2011, 66-77 pp.

[7] LukpanovaZh.O., Berstembayeva R. K., Aimkulov R.A. Modernization of the state tax policy in the conditions of the
financial and economic crisis. REPORTS OF THE NATIONAL ACADEMY OF SCIENCES OF THE REPUBLIC OF
KAZAKHSTAN ISSN 2224-5227 https://doi.org/10.32014/2019.2518-1483.49 Volume 2, Number 324 (2019), 129 - 134

[8] Zhansagimova A.E. Barriers to financial methods of stimulating innovative activity of small and medium businesses.
Actual issues of modern science and education “International Scientific and Practical Conference of Moscow University of
Finance and Law, Kirov branch, 2016, Kirov P.454-457




