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CHANGING THE AMOUNT OF INDIVIDUAL INCOME TAX

Abstract: The article is devoted to the analysis of the reasons and
justification for the probability of the increase in individual income tax in
the Russian Federation. In 2018 the draft law related to changes in the
amount of individual income tax and the tax rate schedule in general was
submitted for consideration to the State Duma. According to this draft law,
the individual progressive income tax scale, which ranges from 5% to
25%, was proposed to be imposed as from January 1, 2019, but it was not
accepted. Thus, flat individual income tax scale is still operating in Russia
(the rate of this tax scale does not depend on the income). The individual
income tax is calculated in accordance with the existing legislation as a
percentage of the individual’s total income less expenses. The article
analyses the possibilities to increase the budget revenues, which are
exposed to a severe financial crisis, and the need to stabilize tax revenues,
concluding that the introduction of a new model of the individual income
tax scale will be a favorable measure for the county’s economic policy.
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VYpansckuii (QenepanbHbli  YHUBEPCUTET HMEHHU mnepBoro IIpesupenta
Poccun b.H. Ensrinna

ExatepunOypr, Poccus

K BOIIPOCY O BOSMOXHOCTHU UBMEHEHUSA HADJ

AnHoranmusi:  CraThd  MOCBAIIEHA  aHAIUM3y  NPUYUH U
000CcHOBaHUS BO3MOKHOro  noBelmmeHuss  HJIA®JI B Poccuiickoit
Oenepaunn. B 2018 romy ObUT BHECEH Ha pPacCMOTPEHHE B
l'ocynapctBeHHy0 JlyMy 3akOHONpPOEKT 00 W3MEHEHUH, KaK CTaBKHU
Hajora, Tak M caMOW IIKaiIbl HaloroodsoxeHus. CorjiacHO 3TOMY
3aKOHOIPOEKTY, ¢ | sHBapsa cienyroulero roga B Poccuu nomxHa Obuia
HayaTh JICMCTBOBAThH NMPOrPECCHUBHAS IIKaIa HA TOXOAbl (PU3MUECKUX JIUI C
HIDKHEN rpaHuiieit B 5% u BepxHeu rpanuiei B 25%, HO 3aKOHOIIPOEKT HE
ObLT yTBEpKI€H. B CBSI3M ¢ 3THM, Ha TaHHBIA MOMEHT B Poccuu nelicTByer
IJIOCKAs IIKaja Hajora Ha 1oxoabl pusnueckux jull (mpoueHt HIADII He
3aBUCUT OT NojaydaeMoro Junom jgoxoxa). HWcuucnenne HJIIDII
MPOUCXOJIUT B COOTBETCTBUM C JCHUCTBYIOIIMM 3aKOHONATEIBCTBOM, B
OpoIleHTax oOT o00mero jgoxojaa ¢GU3WYECKUX JIMIl 32 BBIUETOM
JOKYMEHTAIBHO MOATBEPKAEHHBIX PACX0JI0B. AHAIU3UPYsd BO3MOKHOCTH
YBEIIMUCHUS JJOXOJIOB OIOJ[KETA, UCTBITHIBAIOIIETO KECTKUU (PUHAHCOBBIN
KpU3UC U HYXKJAIOMIErocs B CTAOMIM3aIlMd HAJIOTOBBIX IOCTYILICHUH,
BBEJCHNE HOBOW MOJIEIH IIKAJIbl HAJIOTOOOJIOKEHHUS SIBJISCTCS IOCTATOYHO
OJIarONpUATHON MEPOIl IKOHOMHUYECKOU MOJTUTHUKHU.

KmoueBbie ciaoBa: HJIDJI, moxoapl OroKeTa, HAIOTOOOIOXKEHHE,
HaJIOroBas MOJUTHKA, POCT IIeH, UHDIISIMS, COIlMalIbHOE 00eCTICYEHHUE.

The progressive individual income tax scale has already been
operated in Russia in the 1990s, but it resulted in a substantial number of
black-market businesses. The flat individual income tax scale has created
an entirely new situation with tax payments in the Russian Federation
since the 13% fixed tax rate was introduced in 2001. With the transition to
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the flat individual income tax, a large number of people started to pay
taxes, which has proved highly beneficial for the country’s budget
revenue.

Despite this fact, Russians do not think that this scale is a viable
solution. For this reason, the draft law related to changes in the amount of
individual income tax and the tax rate schedule in general was submitted
for consideration to the State Duma again. According to this draft law, the
individual progressive income tax scale, which ranges from 5% to 25%,
was proposed to be imposed as from January 1, 2019, but it was not
accepted.

The reason for having the flat individual income tax scale in Russia
now is an economic situation in the country. It is this scale that is the most
comfortable and appropriate for all the segments of the Russian population.
The flat individual income tax is calculated in accordance with the existing
legislation as a percentage of the individual’s total income less expenses.
Despite the fact that people aspire to the introduction of the progressive
individual income tax scale, which operates in many Western countries
now, this scale is unlikely to be introduced in Russia in a few decades. The
government of the Russian Federation does not seek to introduce it
because there are a significant number of people who do not earn enough
money to cover their living expenses, with the result that they will not be
able to pay such a tax. That is why the introduction of this system in
Russia is currently virtually impossible. So, the government should follow
the policy which has been established in the payment of progressive
individual income tax over the last twenty years.

On the other hand, the progressive individual income tax scale can be
implemented in Russia, but then there are important considerations to take
into account, such as the level of awareness and the opinions of all
segments of the Russian population because a part of them, which will
bring the largest income to the progressive individual income tax scale,
can start avoiding tax payments. Even if the government decides to
introduce this scale, they should focus on protecting the vulnerable
segments of the population.

In addition to analyzing the possibility to introduce a progressive
individual income tax scale, we should also pay attention to the situation
with possible increase in individual income tax rate.

In March 2018, the legislature discussed a possible increase in the
individual income tax rate to 15% for citizens who have a high salary level
(7-10 million per year). Furthermore, the possibility to increase the tax rate
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with the introduction of a tax deduction for the poor has been discussed,
but this innovation does not solve the problem of poverty because benefits
in the amount equal to 1000 rub. per month, which this deduction allows,
do not provide people whose wage is equal to the statutory minimum
monthly wage. Moreover, this privilege can cause serious economic
consequences:

1) increased dependency of poor regions on cash transfers from
the federal budget;

2) disproportion of regions in terms of different amount of
collected taxes.

In spite of these problems, the Russian Government consider that the
additional 2% of individual income tax will play a significant role for the
country's budget. In their opinion, there are no technical problems
associated with the tax collection.

Vladimir Putin, during his direct line on 7 June, 2018, said that the
decision to raise the individual income tax rates, in particular the
introduction of a progressive scale, is inappropriate.
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