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Administrative and managerial issues of tax reforms

AAMMWHUCTPATUBHO-YNPaBA€HUECKUE NPobAeMblI
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THE ROLE OF TAXES IN RUSSIAN NATIONAL SECURITY

Dmitry Yu. Fedotov
Baikal State University, Irkutsk, Russia
ORCID: http:/ /orcid.org/0000-0001-9908-802X

ABSTRACT The paper tries to identify the impact of fiscal system on national
security. The author evaluates the acting Strategy of National Security of Russia,
analyses national fiscal policies, and contrasts different points of view on national
fiscal security. The paper also contains a new definition of fiscal security as the
capacity of national economy to generate tax revenues sufficient to cover the
expenditures related to national security. To assess the role of taxes in national
security a correlation study of tax revenues and individual types of budgetary
expenditures in 2005-2015 was conducted. It was found that most strategic
priorities of state funding correlate with tax revenues. However expenditures on
national economy and environmental protection correlate with tax revenues to the
lesser extent. Tax revenue elasticity of budgetary expenditures was calculated as
well. The results showed a strong dependence of crime level on tax revenues of the
state budget. The research period witnessed a growth in budgetary expenditures
on law enforcement accompanied by a decline in crime level, and vice versa a cut
in funding resulted in higher crime level. National defense is less dependent on tax
revenues. Regardless of annual growth in military funding armed forces showed a
decline in quantitative indicators

KEYWORDS National security, tax, budget, National Security Strategy, fiscal
security, defensive capacity, public order, correlation

HIGHLIGHTS

1. Most strategic directions of Russian budget expenses have close correlation with
the amount of tax revenues

2. The level of law enforcement and public safety in Russia directly depends on the
amount of tax revenues to the budget

3. Russia’s defense capacity depends on the state tax income insignificantly because
the dynamics of budget tax revenues does not influence the changes of Russia’s
defense capacity indicators substantially

POAb HANOIOB B OBECNEYEHUH
HAUWMOHAABHOU BE30OMNACHOCTU POCCUM

. 1O. ®demoToB
banxarvckuil eocyoapcmbennvitl ynubepcumem, e. Mpxymcxk, Poccus
ORCID: http:/ /orcid.org/0000-0001-9908-802X

AHHOTAIWMSI B craThe mccrieyeTcsd BIVsIHVE HaJIOTOBOVI CHICTEMBI FOCyJIapcTBa
Ha olecIieueHVie HaI[MIOHAJIBHOV 0e30IIaCHOCTV CTpaHBL JaeTcs OlleHKa HeVICTBY-
rortert CrpaTerny HamyoHaJIbHOM Oe3orracHoctm Poccmrickon @enrepanmm, pac-
CMaTpMBAIOTCS aCIIeKThI HAJIOIOBOVI IIOJIUTUKM TOCYIApCTBa, BIIVSIOIINE Ha 00e-
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CdopmympoBaHO aBTOPCKOe TTOHATHME HaJIOTOBOTT 0e30T1acHOCTH KaK CITOCOOHOCTY
HaIMOHAIBHOV 9KOHOMVIKY TeHeppoBaTh HaJIOTOBEIe ITOCTYIUIeHNs B o0beme, 110-
CTaTOYHOM Tl (PMHAHCHUPOBaHMS TOCYAAPCTBeHHBIX PACcXOI0B, 00ecTIeunBaroIX
HaIVOHATTFHYIO 0€30T1acHOCTD CTPaHEL. [IJ1s OIeHKM POV HajloroB B obecTiedeHmy
HaIoHaIbHOV OesomacHocTV Poccuyt TpoBoanIics KOPPeTAIVOHHBI aHaTN3 B3a-
VIMOCBSI3V IMHAMUKV HaJIOTOBBLIX JIOXO/IOB U OTHEJILHBIX BUJIOB TOCYIapCTBeHHBIX
pacxomos 3a 2005-2015 rr. BeIsBiieHo, 9TO OOIBITMHCTBO CTpaTerMIecKMX HaIlpas-
JIGHWVI TOCY/TapCTBeHHBIX PACXOIOB MMEIOT TeCHYTO KOPPeIAIMOHHYTO 3aBMCMOCTD
OT BeJIMUMHBI HAJIOTOBBIX MOCTYIUIeHMIT. HauMeHbIT ypoBeHb KOPPeIsSIMOHHON
3aBUCUMOCTY MMEIOT PacXofibl Ha HalMOHAIbHYIO SKOHOMUKY ¥ OXPaHy OKpYyXKa-
formert cpefpl. B paboTe Takxke mpoaHaIM3MpoOBaHa 37IaCTUYHOCTD OTHETLHEIX BYI-
JI0B pacxoioB KOHCONIMAMpPOBaHHOro Oromkera Poccuiu Mo HajIoroBLIM TOXOIAM.
J1J1 9TOVI LIy ITPOM3BOIAWIICS pacdeT KO3 PUIMEeHTOB 31aCTUYHOCTY yKa3aHHbBIX
OIO/KeTHBIX PacXOJIOB 10 HAJIOTOBBIM JIOXOfIaM. B pesyibTaTe mccieoBaHs BLIIB-
JIEHO, UTO YPOBEHb IIPaBOIIOpsiIKa 11 00IIecTBeHHOV 6e3011acHOCTY B CTpaHe HaIlpsi-
MYIO 3aBVICUT OT BEIMYMHBI HaJIOTOBEIX ITOCTYTUTeHMI B O1oykeT. Habrmomaemeir B
aHaJIMB3VIPyeMOM TIeprofie POCT OIOKETHBIX PacXofoB Ha ITPaBOOXPaHUTETHHYIO
HeATeJIbHOCTb COITPOBOXKAAJICH CHVDKEHVIEM yPOBHS ITPECTyITHOCTH B CTpaHe, a CHU-
JKeHVIe OIOJKETHBIX pacxozoB ITPUBOJIVIIO K POCTY IpecTyIHOCTH. OB0pOHOCTIOC00-
HOCTH CTPaHBI B MEHBIIIEV CTEeTIeHV 3aBVICUT OT HaJIOTOBBIX TIoCTyIwieHuv. OgHako,
HeCMOTps Ha eXerojHoe yBsejideHue OIOKeTHBIX PacXofoB Ha HalMOHaJIbHYIO
000poHy, KoIMIecTBeHHbIe TIOKa3aTell, XapaKTepu3yIoITyie COCTOSTHIE BOOPYKeH-
HBIX CUJI CTPaHbI, OOBIIHO CHIDKAIIVICH

KJTFOYEBBIE CJIOBA HarmonasbHast Oe30IacHOCTD, HaJtor, Oromker, CTpaTervs
HalMOHaJIbHOV 0e30ITacHOCTHM, HajloroBasi 0e30I1acHOCTh, O0OOPOHOCIIOCOOHOCTH,
[IPaBOIIOPSIIOK, KOPPEJISILIVOHHBIV aHAIIN3

OCHOBHDBIE ITOJIOKEHW

1. BoJILIMMHCTBO CTpaTernyecKnx HarpaBIeHWU! PacxXoIoB rocyJapcTBeHHOro 01o/1-
KeTa Poccuvt IMeIOT TeCHy0 KOPPeJIAIMOHHYIO 3aBMCUMOCTh OT BeJIMYMHbBI HaJIOTO-
BBIX JTOXOZIOB

2. YpoBeHb IpaBoniops/IKa v obIecTBeHHON Oe3omacHocT B Poccuy HamrpsMyTo 3a-
BVICUT OT BeJTMYMHBI HAaJIOTOBBIX IIOCTYIUIEHNUTT B OIO/KeT

3. ObopoHococobHOCT Poccuyt B He3HAUMTEIBHOVI CTEIIeHN 3aBVCUT OT HaJIOTOBBIX
JOXOI0B TOCYyAAapCTBa, TaK KakK AMHAMMKa HaJIOTOBBIX ITOCTYTUICHWU B OIO/KeT He
OKasbIBaeT CyIIeCTBeHHOIo BIIVIHVA Ha M3MeHeHMe II0Kas3aTeslert 000pOHOCIIocob-
HOCTVI CTPaHEI

Introduction the Strategy considers stability of the fis-
cal system as a means to improve the at-
tractiveness of Russian legal system, fa-

cilitating business activity and healthy

The national security strategy of the
Russian Federation (hereinafter — the
Strategy) ratified in 2015 is the core docu-

ment of strategic planning in Russia,
which defines the main national interests
and priorities, as well as goals, objectives
and domestic and foreign policy mea-
sures aimed at strengthening national
security and long term sustainability.
Implementation of the Strategy depends
to a great extent on national economic
performance. Altogether we think that
the Strategy pays insufficient attention to
fiscal tax system which is the key source
of national income.

The Strategy, when viewing the ways
to ensure national economic security, rais-
es the issue of taxes only twice. Namely,

competition. Also the Strategy contains
an objective to stimulate SMEs growth
through the ease of tax burden. However
the role of fiscal system is much wider
when national security is concerned. Thus
this paper aims at revealing the whole
gamut of effects that fiscal system has on
national security.

Literature review

Extant research explores individual
aspects of the impact that fiscal system has
on national security. Palishkina names tax
evasion the main threat to national securi-
ty [1]. Shuvalova, Solyarik and Zakharova
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state that taxes and fiscal policy are the
core element in national security system,
but at the same time nowadays the fiscal
system of the Russian Federation mainly
presents a source of threats to economic
security rather than a means of its achieve-
ment [2, p. 51, 54].

A number of authors use the term
“fiscal security” defined by Pimenov as
such a state of the economy and busi-
ness actors when they are protected from
fiscal risks [3]. Foreign papers explore
technical aspects of fiscal security attain-
ment. Thus Piazza studies the problem
of low information security in electronic
databases of the American IRS which en-
dangers the confidentiality and integrity
of management systems and taxpayers’
data [4]. On the other hand most re-
searchers view fiscal security as a state
of uninterrupted inflow of taxes to the
state budget ensuring sufficient funding
of necessary budgetary expenditures.
Namely, Kostyukov and Maslov define
fiscal security as such a condition under
which the sum of collected taxes corre-
sponds to the sum of total planned ac-
tivities necessary to fulfill its current and
perspective duties on the national and
municipal levels [5, p. 119]. Common in
their essence definitions are given by An-
ishenko [6], Fedorova [7], Kormishkina
and Koroleva [8]. Our paper also focuses
on the way to assess the capacity of na-
tional economy to generate tax revenues
sufficient to cover national security re-
lated expenditures of the state.

In its turn the aggregate sum of
budgetary expenditures backed by tax
revenues doesn’t guarantee an effective
performance of state functions in any
sphere. So many researchers paid con-
siderable attention to the impact of state
revenues and budgetary expenditures
on various aspects of national security
and namely the defensive capacity of
the state.

The role of state revenues in ensuring
the defensive capacity is pointed out by
many researchers. Astakhov writes that
“state finance, their assignment, func-
tions, role in reinvestment, and structure
during the Great Patriotic War predefined

the victory of the Soviet people” [9, p. 17].
A similar point of view is expressed by
Panskov [10]. And to some extent the
same is meant in a popularly known ex-
pression attributed to Napoleon I: “For
war we need three things-money, money
and more money” [11, p. 191]. Lapidus
[12], Hebert [13], and Powers [14] re-
search separate aspects of state military
expenditures.

Adam Smith names military expen-
ditures the most important of all state
spending: “The first duty of the sover-
eign, that of protecting the society from
the violence and invasion of other inde-
pendent societies, can be performed only
by means of a military force” [15, p. 536]
and further on, “defending the society
from the violence and injustice of other
independent societies, grows gradually
more and more expensive as the society
advances in civilization. The military
force of the society, which originally cost
the sovereign no expense either in time of
peace or in time of war, must, in the prog-
ress of improvement, first be maintained
by him in time of war, and afterwards
even in time of peace” [15, p. 548-549].
Smith calls tax revenues the key source
of state income, thus insufficient tax reve-
nues have an adverse effect on defensive
capacity.

An example of how taxes affect de-
fensive capacity can be drawn from the
peculiarities of Britain’s financial ties
with its North-American colonies in
the XVIII century. At that time colonies
didn’t have their own regular military
force and they were not regularly taxed
as there was no need for state military
expenditures. Thus all military expendi-
tures aimed at protection of the colonies
were incurred by the British budget. So
according to Smith colonies presented
a burden rather than a benefit for their
state: “The colonies of Spain and Portu-
gal only have contributed any revenue
towards the defense of the mother coun-
try, or the support of her civil govern-
ment. The taxes which have been levied
upon those of other European nations,
upon those of England in particular,
have seldom been equal to the expense
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laid out upon them in time of peace, and
never sufficient to defray that which they
occasioned in time of war. Such colonies,
therefore, have been a source of expense
and not of revenue to their respective
mother countries” [15, p. 459-460]. So in
his book An Inquiry Into the Nature and
Causes of the Wealth of Nations published
during the American war for indepen-
dence Smith does not mention the fact
that one of the main reasons of that war
was the wish of local government to re-
peal the taxes levied shortly before the
war by the British rule, taxes which the
Great Britain considered a fair source to
cover the military expenditures on pro-
tection of the colonies. Thus until the
regular military was not needed the taxes
were not needed too; and when an in-
dependent state was created the need to
maintain the army resulted in the intro-
duction of regular taxes.

Methods

Strategic national priorities of the
Russian Federation stated in the Strategy
(Article 31) can be divided into 2 groups.
The first one includes those directly re-
lated to the national security, its pro-
tection and survival of the population,
namely the two main ones related to na-
tional defense and national and social
security. The rest 7 priorities are related
to national security indirectly, they rather
support national security and they com-
prise socio-economic aspects as ensuring
better quality of life for Russian citizens;
economic growth; science, technology
and education; healthcare; culture; envi-
ronmental protection and efficient use of
natural resources; strategic stability and
equal strategic partnership.

Such a wide interpretation of na-
tional security, encompassing along with
military forces also the socio-economic
aspects indirectly affecting the national
defensive capacity, is what differentiates
the Russian Strategy from those of other
countries. For instance, the national se-
curity strategy of Poland contains only
3 priorities directly aimed at strengthen-
ing the defensive capacity under NATO
[16, p. 184-185].

There are various sources of funding
the aforementioned strategic priorities of
national security. The first group of prior-
ities is solely funded by the state budget
from the tax revenues. The second group
of priorities is financed by a combination
of budgetary and non-budgetary sources.
Besides some priorities, mainly the ones
related to social policies significantly rely
on budgetary funding, and economic pri-
orities derive their support mostly from
non-budgetary sources. The final prior-
ity related to strategic stability and equal
strategic partnership is a part of national
foreign policy and is funded from the
budget.

To assess the role of taxes in the na-
tional security system we conducted
a correlation study between dynam-
ics of the tax revenues in the consoli-
dated national budget and funding of
the aforementioned strategic priorities
of Russian national security from the
consolidated budget. Besides we exam-
ined tax revenue elasticity of budgetary
expenditures on strategic priorities. For
that purpose we calculated tax revenues
elasticity coefficients of the budgetary
expenditures.

Concerning the two main strategic
priorities of national security (defensive
capacity and social security) we conduct-
ed a correlation analysis between the dy-
namics of their funding and the core indi-
cators of national security in those spheres
(namely defensive capacity; crime level).
The resulting data allowed us to evaluate
the extent of influence certain budgetary
expenditures have on national security
in Russia. The correlation study between
various kinds of state expenditures and
tax revenues allowed assessing the role of
taxes in the key elements of Russian na-
tional security system — defensive capac-
ity and public order.

Results

Figure 1 shows the flows of tax rev-
enues and the main national security-
related expenditures of Russian consoli-
dated budget in the recent period. Tax
revenues include taxes and social security
payments being the core source of social
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spending which influence the national se-
curity indirectly.

We can see that tax revenues correlate
with some expenditures at the coefficient
value close to 1. It means that budgetary
expenditures changed in line with growth
or decline of tax revenues. Altogether cer-
tain expenditures were growing over the
period at a faster rate than the rest and
exceeded tax revenues. So by 2015 tax rev-
enues were 1.4 times higher than in 2005,
while state defense expenditures and so-
cial spending (mainly pension payout)
grew 2.3 times. Correlation coefficients
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were calculated based on CPl-adjusted
longitudinal data (in prices of 2005) to
eliminate the interference of inflation for
it automatically raises both tax revenues
and budgetary expenditures. In current
prices the coefficient value exceeded 0.9
for all expenditures.

A strong correlation between tax
revenues and budget expenditures on
strategic priorities of national security
is proved by the analysis of tax revenue
elasticity of expenditures (Table 2). Elas-
ticity coefficients calculated by the for-
mula (1) show the interdependence of

19333 21013

16 645 17 612

14 693

11 289

0

Tax revenues

— — =National security and law enforcement

e+« Environmental protection

== « = Culture, cinematography and mass media

= ==-Social policies

5 ata_ SN O U & o TR o¥ TP % P 2 ST L T T A ST TR L Ta T e T

2005 2006 2007 2008 2009 2010 2011

2012 2013 2014 2015

National defense

= « =National economy
Education

e eeee Healthcare and sports

Figure 1. Tax revenues and main expenditures of consolidated budget
of the Russian Federation in 2005-2015, current prices, billion rubles

Fiqure uses the data of the Federal Treasury of the RF on consolidated budget implementation

(http:/ /www.roskazna.ru)

Table 1

Growth rates and correlation coefficients for tax revenues and budgetary
expenditures in 2005-2015 (in prices of 2005)

Revenues and expenditures 2015 growth rate to 2005, % | Correlation coefficient
Tax revenues 139.1 -
National security 224.7 0.7185
National security and law enforcement 145.5 0.7212
National economy 202.9 0.5864
Environmental protection 135.1 0.6599
Education 155.5 0.8008
Culture, cinematography and mass media 139.2 0.7656
Healthcare and sports 160.6 0.8727
Social policies 227.9 0.6385

Table uses the data of the Federal Treasury of the RF on consolidated budget implementation

(http:/ /www.roskazna.ru).
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the chosen variables and illustrate how
a change in tax revenues affects certain
expenditures of the budget annually. The
closer the coefficient is to 1 the higher
the elasticity. If the coefficient equals 1 it
means that expenditures change in line
with tax revenues.
AS;; ATR,

s, /IR,

where E; is elasticity coefficient of j-type
budgetary expenditures; S;; is consolidat-
ed budget expenditures of j-type in the
year i; AS;; is the change in consolidated
budget expenditures of j-type in the year
i; TR, is tax revenues of consolidated bud-
get in the year i; ATR,; is the change in tax
revenues of consolidated budget in the
year i.

More often tax revenues correlated
with different budgetary expenditures,
in 56 cases out of 80 the elasticity coeffi-
cient had a positive value, which means
that real increase in tax revenues results
in real (inflation-adjusted) growth of bud-
getary expenditures. When the elasticity
coefficient has a negative value it’s a sign
of an inverse correlation of the variables,
which was the case in the crisis year 2009
and during the recession in 2013 and 2015
when a decline in real tax revenues wit-
nessed an increase in budgetary expendi-
tures; an analogous situation happened in
2010 when regardless of some increase in
tax revenues the budgetary expenditures
were cut. Thus in some years tax revenue

, 1)

elasticity of budgetary expenditures was
low, only in 24 cases out of 80 the coeffi-
cient deviated from 1 at less than 50 %.

On the average during the entire pe-
riod 2 types of budgetary expenditures,
national defense (-0.65) and social poli-
cies (-0.30), exhibit a negative tax reve-
nue elasticity. It shows their low respon-
siveness to changes in budget revenues.
These expenditures are determined by
national priorities and government’s pol-
icies and are independent of tax revenue
changes. This in turn also means that
even when budget revenues are not suf-
ficient, the cuts are made in other spheres
rather than national defense and social
policies.

High elasticity reaching the value
of 1 was exhibited by such expenditure
types as healthcare, culture and environ-
mental protection. The volumes of fund-
ing in those types usually depend on rev-
enues and mainly on the tax revenues.
Furthermore all types of budgetary ex-
penditures over the period (2005-2015)
are positively tax revenue elastic at the
value close to 1 and in the case of only
three types the value deviated from one
by more than 50 %.

A somewhat stabilizing role in equal-
izing the budgetary expenditure volumes
regardless of tax revenues was played by
the Stabilization Fund and subsequently
by the Reserve Fund and the National
Welfare Fund. As seen from Figure 2 ag-
gregate revenues of the consolidated bud-

Table 2
Tax revenue elasticity of consolidated budget expenditures in 2005-2015
Budget 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | Average| 2015
expenditures to 2005
National defense | 0.75| 0.62| 2.90|-0.02|-0.14| 0.50| 1.78|-10.87| 3.22|-5.27 -0.65 1.97
Law-enforcement | 1.23| 0.58| 3.14|-0.02|-0.14| 0.25| 2.60| -6.35/-1.63| 7.16 0.68 1.11
National economy| 1.44| 1.95| 6.26/-0.22|-3.41| 0.58| 1.49| 8.45| 7.73|13.65 3.79 1.80
Environmental -0.51| 0.24| 1.36| 0.54|-1.55| 1.23| 0.82| -2.69| 9.62| 3.63 1.27 0.92
protection
Education 1.91] 0.92| 2.66| 0.16/-0.28 0.47| 1.17| -7.46|-0.43| 4.60 037, 1.27
Culture 1.29] 0.96| 3.10| 0.23| 0.01| 0.32] 0.87| -2.37| 0.03| 5.09 0.95 1.00
Healthcare and 1.09| 1.40| 0.01| 0.17|-0.59| 0.69| 1.57| 5.04| 1.01|-0.15 1.02 1.34
sports
Social policies 1.50| 0.57| 4.19/-0.26| 1.90/-0.20| 1.68| -7.86|-1.99|-2.57 -0.30 1.99

Table uses the data of the Federal Treasury of the RF on consolidated budget implementation

(http:/ /www.roskazna.ru)
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get exceeded the aggregate expenditures
over 2005-2012. During this period a por-
tion of tax revenues was reserved in sta-
bilization funds and was not assigned to
budgetary expenditures of a current year.
Insignificant sums spent by stabilization
funds over 2005-2007 (0.4-0.7 billion ru-
bles) were assigned to paying off the for-
eign national debt and covering the defi-
cits of the national budget and the Pension
Fund budget. Larger sums (1.1-3.1 billion
rubles) were spent by stabilization funds
on implementation of prioritized expen-
ditures regardless of tax revenue decrease
in all budgets. This explains a low depen-
dency of some expenditure types on tax
revenue volumes.

To evaluate the effectiveness of state
expenditures on the first group of strategic
priorities, the ones related to defense and
public security, we analyzed how budget-
ary spending affected the indicators char-
acterizing the two spheres.

Indicators of defensive capacity main-
ly are classified but a few of them can be
found in open sources. Most of the indica-
tors suggested by Bogatyrev, Makiev and
Malyshev (2013) as the ones character-
izing national military and political situ-
ation contain classified data, such as the
share of critically important objects (CIOs)
protected by air and civil defense capabili-
ties using modern weapons, modern mili-

30 000

tary and specialized equipment status of
the Armed Forces of the Russian Federa-
tion, availability of military and engineer-
ing human resources [17, p. 50]. Of all the
suggested indicators only the ones charac-
terizing the budgetary funding of defense
are not classified.

However international publications
contain certain data on defensive capacity
of Russia. International Institute for Stra-
tegic Studies publishes an annual cata-
logue of military and defensive potential
of 170 countries (The Military Balance).
Using these data we conducted a correla-
tion study of military expenditures and
defensive capacity indicators of Russia
over 2005-2015.

Figure 3 shows the dynamic of defen-
sive capacity indicators against the mili-
tary expenditures in Russia in prices of
2005 (inflation-adjusted). The period wit-
nessed significant disarmament: the size
of armed forces decreased by 36 %; the
quantity of intercontinental ballistic ve-
hicles was cut down by 40 %; the number
of combat aircrafts dropped by 31 %; only
the number of submarines showed some
growth — by 16 %. The process of disar-
mament paralleled a constant growth of
budgetary expenditures on defense: they
rose from 0.6 to 3.2 billion rubles in cur-
rent prices over 2005-2015 which equaled
to 2.2 times in real terms.
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Figure 2. Implementation of consolidated budget of the Russian Federation
and the volumes of stabilization funds over 2005-2015, billion rubles
Figure uses the data of the Federal Treasury of the RF on consolidated budget implementation

(http:/ /www.roskazna.ru), of the Ministry of Finance of the RF

(http:/ /minfin.ru/ru
of Finance web-site; (http:

erfomance/reservefund /statistics/balances
old.minfin.ru/ru/stabfund/statistics /remains/index.php?id

, of the archives of the Ministry
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Figure 3. Defensive capacity of Russia and military expenditures over 2005-2015

Figure derived the data from: The Military Balance 2004-2005. The annual assessment of global military
capabilities and defence economics / The International Institute for Strategic Studies (1ISS). London, UK. 2005,
398 p.; The Military Balance 2007. The annual assessment of global military capabilities and defence economics/
The International Institute for Strategic Studies (IISS). London, UK. 2007, 452 p.; The Military Balance 2009.

The annual assessment of global military capabilities and defence economics/ The International Institute for
Strategic Studies (1ISS). London, UK. 2009, 488 p.; The Military Balance 2011. The annual assessment of
global military capabilities and defence economics/ The International Institute for Strategic Studies (IISS).
London, UK. 2011, 482 p.; The Military Balance 2012. The annual assessment of global military capabilities
and defence economics/ The International Institute for Strategic Studies (IISS). London, UK. 2012, 504 p.;
The Military Balance 2013. The annual assessment of global military capabilities and defence economics/ The
International Institute for Strategic Studies (1ISS). London, UK. 2013, 572 p.; The Military Balance 2014. The
annual assessment of global military capabilities and defence economics/ The International Institute for Strategic
Studies (IISS). London, UK. 2014, 504 p.; The Military Balance 2015. The annual assessment of global military
capabilities and defence economics/ The International Institute for Strategic Studies (IISS). London, UK. 2015,
504 p.; Federal Treasury of Russia, data on consolidated budget implementation (http:/ /www.roskazna.ru)

Table 3
Growth rates and correlation coefficients
of military expenditures

The analysis paradoxically shows that
military expenditures and defensive ca-
pacity indicators correlate inversely: the

more budgetary funds are assigned to the
military the less equipped and populated
it becomes. It is supported by correlation
coefficients values given in table 3. Mili-
tary expenditures correlate with the size
of armed forces at the value of -0.9549
which is a strong inverse correlation. The
decline in the size of armed forces paral-
leled a steady decline in military expendi-
tures. A weaker correlation was exhibited
by military expenditures and the quan-
tity of intercontinental ballistic vehicles
(-0.7431), and the number of combat air-
crafts (-0.8427). And it is only the number
of submarines with which military expen-
ditures correlated positively (0.6869).

13

with defensive capacity indicators
of Russia over 2005-2015

Indicator Growth rate, % |Correlation
Military 224.7 -
expenditures
Size of armed 63.6 -0.9549
forces
Intercontinental 59.5 -0.7431
ballistic vehicles
Submarines 115.7 0.6869
Combat aircraft 69.2 -0.8427

A strong inverse correlation of mili-
tary expenditures and defensive capacity
indicators supports the results of elastic-
ity study of the same variables, given in
table 4. Elasticity coefficients were cal-
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culated by formula (2) which describes
how the change in military expenditures
affected the change in defensive capacity
indicators.

_AM; AM; | ASy; AS,,;

Sml 2
where E,, is elasticity coefficient of defen-
sive capacity indicator; M, is defensive ca-
pacity indicator over the year i; AM,; is the
variation of defensive capacity indicator
in the year i; S,,; is military expenditures in
the year i; AS,,; is the variation of military
expenditures over the year i.

Elasticity was mostly negative over
the period, in 67 % of cases, so the growth
in military expenditures was accompa-
nied by a decline in defensive capacity
indicators. In 3 cases the effect was neu-
tral — the elasticity coefficient was equal
to 0. Very often, in 71 % of the cases, the
coefficient deviated from 1 by more than
0.5 in both directions. It speaks for a lack
of steady correlation between military
expenditures and defensive capacity. But
only the elasticity study helped discover
the stable negative effect of expenditure
variation on the size of army and numbers
of ICBVs and combat aircraft.

The results can be explained by a re-
cent growth in the quality of defensive
capacity inadvertently accompanied by
a decline in quantitative indicators, mili-
tary equipment was renewed, and armed
forces became more prepared to combat.
Thus it is difficult to evaluate the depen-
dence of defensive capacity on budgetary
expenditures precisely. So we can deduce
that higher expenditures result in higher
defensive capacity regardless of a decline
in quantitative indicators.

1

However we discovered that budget-
ary expenditures closely correlate with law
enforcement and public security. To find
this relationship we conducted a correla-
tion study of law enforcement expendi-
tures and 4 indicators of crime and public
order in Russia over 2005-2015. However
representativeness of the chosen indica-
tors could be questioned. Harry P. Hatry
(Hatry, 1999) claims that law-enforcement
agencies tend to tamper with monitoring
results as they reflect their performance
[18]. Thus we can see a conflict of inter-
ests: police are a source of information for
statistical databases on crime, so they can
manipulate certain indicators to hide their
own failure. Namely they artificially cut
down the number of crimes by refusing to
open investigations. But we argue that the
process of data collection eliminates total
unreliability of crime indicators, though
a certain lack of representativeness might
be present. Thus the data can be used for
the purposes of our research.

Figure 4 presents indicators of crime
level in Russia over the period 2005-2015
against law-enforcement expenditures of
consolidated national budget in compa-
rable prices of 2005. The period witnessed
a steady growth of such expenditures
except 2010 and 2014 when the funding
dropped slightly (by less than 5 %) and
2015 when there was a substantial cut on
funds (15 %). At the same time crime level
indicators showed a decrease, with an ex-
ception of 2015 when the crime level rose
considerably. The analysis showed a sta-
ble inverse correlation of law-enforcement
expenditures and crime level, meaning the
more funds is spend on law enforcement
the better they cope with their duties.

Table 4

Military expenditure elasticity of defensive capacity indicators,

Russia, 2005-2015

Indicator 2007 | 2009 | 2012 | 2013 | 2014 | 2015 Average 2015
throughout | to 2005

the period
Size of armed forces -1.15] 0.00| -0.42| -1.61) 0.00] -0.73 -0.65 -1.03

Intercontinental ballistic

vehicles -1.63| -1.57| -2.70| 0.82] 1.26| 044 -0.56 -1.23
Submarines -1.56| 0.21] 2.02| -0.19] 0.00| -0.64 -0.03 0.24
Combat aircraft -0.33] 047 016 -2.78/ -0.55| -1.19 -0.70 -0.80
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Figure 4. Dynamics of crime level and expenditures on law enforcement
in Russia over 2005-2015
Figure uses the data derived from: Russia in numbers. 2016: stat. digest. Moscow. 2016, pp. 176-178;
Russia in numbers. 2011: Stat. digest. Moscow. 2011, p. 164-166;
Federal Treasury of the RF on consolidated budget implementation (http://www.roskazna.ru)

As seen from the results presented
in table 5 the inverse correlation between
budgetary funding and crime level is con-
firmed by correlation coefficients of these
variables which are close to 1 (-0.8 and
-0.9). So while the period was marked by
a 46 % real growth in budget funding the
crime level indicators showed a signifi-
cant decline, and the number of homicides
and assaults dropped by 63 %.

Table 5
Growth rate and correlation
of expenditures on law enforcement
and crime level
in Russia over 2005-2015

Indicator Growth | Correla-
rate, % tion

Expenditures on law 145.5 -
enforcement
Crimes registered 672| -0.8913
Homicides and 373 -0.8920
assaults registered
Criminals 82.9| -0.8811
apprehended
Persons convicted 83.5| -0.7947

Budgetary funding elasticity of crime
level calculated by formula (3) showed

15

that although the variables do not ex-
hibit constant correlation but in 65 % of
cases it has a negative value. The least
elastic crimes were homicides with the
value of elasticity at -5.4, which means
that homicide level drop outstripped the
growth of budget funds. Results are given
in table 6.

1 ll (3)
where E; is crime level elasticity coeffi-
cient; L; is crime level in the year i; AL; is
the change of crime level in the year 7; 5
is law enforcement related budgetary ex-
penditures in the year 7; AS;; is the change
in law enforcement related expenditures
in the year i.

We need to note that law enforce-
ment related expenditures are very elas-
tic against tax revenues — the volume
of such expenditures is immediately
dependent upon the volume of tax rev-
enues of the budget. Thus there is an
indirect relationship between tax rev-
enues and crime level and public security
in Russia.


http://www.roskazna.ru

Journal of Tax Reform. 2017. T. 3, No 1. C. 6-17

ISSN 2412-8872

Table 6

Law enforcement funding elasticity of crime level in 2005-2015

assaults registered

Offense 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | Average | 2015
over the| to

period | 2005

Crimes registered | 0.85/-0.76|-1.02|-10.46| 11.55|-2.31|-0.27|-0.91| 0.14|-0.46 -0.36|-1.56

Homicides and ~ |-1.32|-2.40|-0.91|-19.76| 11.17|-2.25|-0.46|-1.52| 0.86| 0.19|  -1.64|-5.37

Criminals 0.52|-0.33|-0.43| -4.30| 8.14|-1.66/-0.18| 0.04| 0.14|-0.36 0.16|-0.66
apprehended
Persons convicted | 0.37| 0.21|-0.04| -5.39| 4.62|-1.99|-0.35/-0.09| 0.49|-0.11 -0.23|-0.63

Conclusions

Results of our research identify the ex-
tent to which the fiscal system impacts na-
tional security in Russia. Implementation
of some strategic national priorities (such
as national and public security) depends
on tax revenues of the budget. Thus a
drop in tax revenues immediately results
in funding cuts in law enforcement, which
in turn causes crime level to rise and over-
all national security to decline.

Other strategic national priorities such
as national defense and quality of life are
less dependent on changes in fiscal per-
formance. Russian government funds de-
fense according to the program of military
development regardless of the changes in
tax revenues; thus they hardly ever influ-
ence the national defensive capacity of
Russia. However such a funding principle
is mainly a result of abundant financial re-
serves able to compensate the drop in tax
revenues without cuts on defense funding.
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ABSTRACT The assessment of taxable earnings is of fundamental importance for
the corporate tax burden. Therefore it is often subject of political discussions and
is either witnessing a constant process of change. Against this background, the
aim of this paper is to analyse the structure of the assessment of taxable earnings
in Germany. This can be used to obtain information on the possibilities for future
national developments in Russia. We start with an overview of the areas of
application of the different methods for the assessment of earnings. It shows that the
complete comparison of a company’s operating assets (so-called tax balance sheet)
and the statement based on the net income method are the most important methods.
The fundamental difference between this two methods: the statement based on the
net income method is controlled by the inflow and outflow principle (flow value
statement), the stock value statement, which makes it necessary to draw up two
balance sheets (one at the start of the year and one at the end of the year, underlies
the comparison of the company’s operating assets. Therefore the analysis focuses on
these two methods. It shows, that the complete comparison of a company’s operating
assets is more accurate but although much more costly than the statement based on
the net income method. The analysis is supported by practical examples, which are
also used to illustrate the differences between the two main methods.
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HIGHLIGHTS

1. The complete comparison of a company’s operating assets (so-called tax balance
sheet) and the statement based on the net income method are the most important
methods of the assessment of taxable earnings in Germany

2. The complete comparison of a company’s operating assets is more accurate but
although much more costly than the statement based on the net income method

3. The inventory of the structure of the assessment of taxable earnings in Germany can
be used to obtain information on the possibilities for future national developments
in Russia
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JlaHHBIVI aHAJIV3 MOXXET OBITH VICIIONIb30BAH VIS M3Y4YeHWS IIePCIIEKTIB COBEepIIeH-
CTBOBAHWSI HAJIOTOBOVI CVICTEMBI 11 pa3BuTist OusHeca B Poccum. B craTpe paccmarpm-
BaIOTCsL cpepbl MPVUMEHEHNST Pas/IMIHBIX MEeTOHOB OLIeHKM IIpmObUIN. BoIsgBIIeHO,
YTO BKHEVIIVMMI V3 HWUX SBJIIOTCS METOJI IIOJIHOTO CPaBHEHVS OIlepallIOHHBIX
aKTVMBOB KOMITAaHWM (HaJIOTOBBIV OaJlaHC) M MeTOJl OCHOBAHHBIVI Ha OLIEHKE YVCTOV
npubbUIA. [71aBHOE OT/IVYME STMX METOIOB B TOM, UTO IIEPBBIVI IIOCTPOEH Ha OCHOBE
corocTaBIeHyst OaslaHCoB Ha Hadaslo M KOHEI] TOf1a, YTO M IIO3BOJISIET CPAaBHIBATH
oIlepaloHHble aKTMBBI, a BTOPOV 0asupyeTcss Ha IIPUHIIUIIE JEHEXHOro I0TOKa
(TIoCTyIUTEHNS M pacXOHOBaHWS JEHEXHBIX CpeficTB). B pabore mogpobHO ormckiBa-
eTcs IpVIMEHEeHNe yKa3aHHBIX MeTOHOB. [TpoBeeHHEIN aHaIN3 TI0Ka3ajl, 9TO CpaB-
HEHEe OIIePAIOHHBIX aKTVBOB KOMITAHM SIBJISIETCST 00JTee TOUHBIM METOIOM, XOTS
¥ Topasao 0osiee TOPOTOCTOSIIVIM, YeM OTU€THOCTh, OCHOBAHHAsI Ha METOLE UMCTOM
npuObUIN. AHAJIN3 OATBEPKIAETCS IPAKTIIeCKMI IIpyIMepaMi

KITFOUEBBIE CJIOBA Hasiory, HasiorooGsiaraemasi mpvOeuib, bastarc, 3akoH o Ha-
JIoTe Ha IIPUOBUIL B ['epMaHMIL, OT9€THOCTh, OCHOBAHHAS Ha METOIe YVCTOV IIPUObUI

OCHOBHBIE ITOJIOKEHWA

1. OcHOBHBIMIM MeTOIIaMV OLIEHKV HaJjIoroodsiaraeMovt Ipmbsum B I'epMmanmn sBiIs-
IOTCSI METOJI, ITOJTHOT'O CPaBHEHISI OTIePALVIOHHBIX aKTMBOB KOMITAaHN (TaK HasbIBae-
MBIVI HaJIOTOBBIVI OaJlaHC) ¥ MeTOJT OCHOBAaHHBIIT Ha OLleHKe YMCTOV IpUObUIN

2. ITortHOe cpaBHEHVIe OIIepallIOHHBIX aKTVBOB KOMITAHWI SIBJISIeTCSI OOoJlee TOUHBIM,
XOTSI V1 TOPaszo Gosiee JOPOrOCTOSIIINM, YeM OTYETHOCTh, OCHOBAHHAs! Ha METOJIE M-
CTOVI IPMOBUIN

3. VlccrremoBaHmie MeTO/IOB OIIEHKM Hajoroobaraemort mpubeum B I'epmarv Mo-
JKeT OBITh VCITOIb30BAHO [JISI COBEPIIIEHCTBOBAHIS HAJIOTOBOVL CHCTEMBI 11 PasBUTIS
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Ousneca B Poccum

Introduction

The assessment of taxable earnings is
used to determine the earnings that will
be the basis of assessment for taxation pur-
poses with regard to profit income types. The
assessment is of fundamental importance
for the corporate tax burden. Therefore it
is often subject of political discussions and
is either witnessing a constant process of
change. This provides a motive for exam-
ining the assessment of taxable earnings
in other countries. Doing so, clues on the
possibilities for future national developments
can be obtained. The aim of this paper is to
analyse the structure of the assessment of
taxable earnings in Germany.

We contain the paper on the so-called
profit incomes. These consist of income-
from trade or business enterprises, income
from agriculture and forestry and income
from self-employment (Section 2 (2) (1) (1)
of the German Income Tax Act (EStG)").

! The Federal Ministry of Justice and Con-
sumer Protection provides virtually all of the latest
Federal laws free of charge on its website at http:/ /
www.gesetze-im-internet.de/. Here you can re-
trieve the various laws and ordinances, as amend-
ed. Certain laws can also be retrieved in English by
selecting “Translations” from the menu.
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There are a number of different meth-
ods available for the assessment of taxable
income, the areas of application for which
are described in greater detail further.
This relates in particular to the complete
comparison of the company’s operating
assets (so-called tax balance sheet), the
incomplete comparison of the company’s
operating assets, statements based on the
net income method, the assessment of
earnings according to average rates and
the assessment of earnings by the tonnage.

The area of application of the vari-
ous methods for the assessment of earn-
ings is primarily determined by whether
the party subject to taxation in question
is a trade or business enterprise. A trade
(and, thus, a trade or business enterprise)
can be operated by means of commercial
certification or by means of certain legal
forms. If a trade or business enterprise
is established, the method to be applied
for the assessment of taxable earnings
shall be in accordance with a legal obliga-
tion to keep records. This may arise either
from non-fiscal provisions (including in
particular from the German Commercial
Code (HGB)) or from fiscal provisions
(Section 141 of the German Fiscal Code
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(AO)): All traders within the meaning of
Section 1 et seq. of the German Commer-
cial Code (HGB) shall be subject to a legal
obligation to keep records according to
the German Commercial Code; this shall
include all tradespeople who are not al-
ready regarded as traders and exceed cer-
tain size characteristics according to fiscal
provisions. Parties subject to taxation who
have a legal obligation to keep records must
assess their earnings using the complete
comparison of the company’s operating
assets, whilst also taking into account the
various principles under commercial law
(so-called authority, for more information
see Section 2.1)2. If there is no resulting legal
obligation to keep records and accounts are
not maintained on a voluntary basis, earn-
ings must be assessed using the statement
based on the net income method®.
Non-traders within the context of
the assessment of earnings include self-
employed individuals and farmers and
foresters. Self-employed individuals are
individuals who are aiming to achieve
sustainable profit, predominantly through
their own efforts, without being depen-
dent on receiving instructions, and acting
at their own expense and risk. Commercial
law does not stipulate any legal obligation
to keep records for these individuals. If they
maintain their accounts on a voluntary ba-
sis, they must assess their earnings using
the incomplete comparison of the compa-
ny’s operating assets, or, in all other cases,
they must do this using the statement based
on the net income method. As for farmers and
foresters, there is a legal obligation to keep
tax records according to Section 141 of the

2 Traders who do not exceed specific size
characteristics in accordance with Section 241a
of the German Commercial Code (HGB) and are
not obliged to keep records according to Section
141 of the German Fiscal Code (AO) are an excep-
tion to this. They are entitled to assess their earn-
ings using the statement based on the net income
method.

> If a trade or business enterprise operates
commercial vessels in international traffic, there
is the option available on request, in accordance
with Section 5a of the German Income Tax Act
(EStG), to assess earnings according to the ton-
nage carried during the course of operation, this
applying by way of derogation from the princi-
ples stated above.
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German Fiscal Code (AO), assuming they
do not exceed the size characteristics laid
down therein or maintain their accounts
on a voluntary basis. In such cases, they
must assess their earnings using the in-
complete comparison of the company’s
operating assets. If the accounts are not
maintained, earnings must in principle be
assessed using the statement based on the
net income method*.

Below is a detailed explanation of the
complete comparison of the company’s
operating assets and the statement based
on the net income method, both of which
are the most important methods for the
assessment of earnings. The assessment of
earnings by tonnage and the assessment
of earnings according to average rates are
no longer taken into account below as a
result of their limited area of application.
The incomplete comparison of the compa-
ny’s operating assets does not require any
further consideration either as it is virtu-
ally identical to the complete comparison
of the company’s operating assets [1-3].

Analysys of the complete comparison
of the company’s operating assets

Principles. The complete compari-
son of the company’s operating assets
(so-called tax balance sheet) stipulates the
balance sheet-oriented assessment of
earnings, i.e. earnings are calculated as
the difference between the operating as-
sets at the end and at the start of a finan-
cial year (Section 4 (1) (1) of the German
Income Tax Act (EStG)). The operating
assets are made up of components that
increase their value on the one hand and
reduce their value on the other hand. The
components increasing the value of oper-
ating assets are referred to as assets. These
include active assets (referred to under
commercial law as assets) and deferred
expenses and accrued income; passive
assets (referred to under commercial law
as liabilities) and deferred income and ac-
crued expenses function as liabilities that
reduce the value of operating assets. The
difference between the two is the equity,

* If the special provision stated in Section 13a
of the German Income Tax Act (EStG) applies,
earnings may also be assessed using average rates.
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which is also referred to as net assets. This
is highlighted in the following Figure:

balance sheet for the 31/12/17 Liabilities
Equity
(= net income)
Passive assets
Passive accruals

Assets

Active assets

Active accruals

Earnings are represented by the
change in value between equity at the end
of a given year compared to the start of
the financial year. Accordingly, the assess-
ment of earnings is performed using stock
values as opposed to flow values. The fol-
lowing example highlights this, whereby
earnings total € 5k (53-48):

Assets Balance sheet for the 31/12/01 (in T€) Liabilities

Fixed Assets Equity 48

Intangible assets 10 Borrowed capital

Tangeble assets 50 Non-current liabilities 73

Financial assets _5 65| Current liabilities 22 95

Current Assets

Supplies 40

Claims 30

Securities 5

Liquid assets _3 78 .
13 185

Assets Balance sheet for the 31/12/02 (in T€) Liabilities

Fixed Assets Equity 53
Intangible assets 8 Borrowed capital
Tangeble assets 55 Non-current liabilities 69
Financial assets _5 68 | Current liabilities 18 87
Current Assets
Supplies 42
Claims 25
Securities 5
Liquid assets _4 72 _
140 140

The provisions regarding the scope of
the operating assets to be recognised (ac-
counting on its merits; for more informa-
tion see Section 3.2) and their valuation
(accounting by value; for more informa-
tion see Section 3.3) are subject to the vari-
ous commercial provisions in place. This is
referred to as authority [4, p. 138; 5]. Ac-
cordingly, the various commercial ac-
counting provisions are authoritative for
the tax balance sheet unless they contra-
dict the fiscal standards in place (Section 5
(1) (1) of the German Income Tax Act
(EStG)). However, if there are indeed such
standards in place, regardless of wheth-
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er they are structured as an option or as
a mandatory standard, then they shall
override any commercial provisions in
place (accounting and/or valuation reserves).
This authority has always been subject
to extensive discussions with regard to
its grounds and scope [6, pp. 324-326; 7].
Lawmakers have resolutely abided by this
authority to the present day, although it
has been increasingly eroded away in re-
cent times past.

Accounting on its merits. Account-
ing on its merits determines the scope of
the operating assets to be accounted for. As
illustrated above, this involves active and
passive assets as well as deferred expenses
and accrued income and deferred income
and accrued expenses. These are all illus-
trated below.

The term “active asset” is not defined
by law. The company assumes active as-
sets are involved if there are economic val-
ues which can be estimated independent-
ly and can also be transferred individually
or together with the company [8-11]. This
results in a large group of potential ac-
tive assets which can be systematised ac-
cording to a number of different criteria.
The respective form with regard to the
individual criteria will in turn primarily
determine the provisions to be applied
for the valuation. A distinction is made
between the following criteria and associ-
ated forms [12-14]:

Criterion
Depreciability

Forms

Depreciable versus
non-depreciable

Acquisition versus

Acquisition, i.e. access

to operating assets production

Mobility Movable versus
immobile

Materiality Tangible versus
intangible

Purpose Fixed assets versus

current assets

It should be noted that active assets do
not need to be recognised (option) if their
net value is no more than € 410 (Section 6
(2a) of the German Income Tax Act (EStG);
so-called low-value assets). An explicit rec-
ognition ban is applicable to intangible fixed
assets acquired free of charge (Section 5 (2) of
the German Income Tax Act (EStG)).
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The term “passive asset” is not legally
codified either. A passive asset shall be as-
sumed in the literature if there is a legal or
de facto obligation to third parties which
results in an economic burden and which
was earned or incurred during the course
of the past financial year, assuming the oc-
currence and utilisation of such a liability
is indeed likely [14-17]. If the situation
involves an obligation that is secure both
on its merits as well as by value, this is re-
ferred to as a liability, or a provision in all
other cases [18]. The law stipulates a num-
ber of special regulations for recognising
provisions which are merely referred to
here (see: Section 5 (2a-4b) of the German
Income Tax Act (EStG)).

Deferred expenses and accrued income re-
fer to payments made prior to the report-
ing date that will only constitute expenses
a specific period of time after the report-
ing date (Section 5 (5) of the German In-
come Tax Act (EStG)). The corresponding
situation applies to deferred income and
accrued expenses. Classic application sce-
narios for accruals and deferrals arise in
the case of long-term debt obligations for
which payments have been made and/or
sent in advance (such as lease agreements
where the reporting party is a tenant or
landlord).

Accounting by value. Accounting by
value governs the valuation of active and
passive assets to be recognised (accruals and
deferrals are not subject to any valuation).
The valuation may be split into the initial
valuation and the subsequent valuation.
While the initial valuation relates to the
valuation of the asset in question upon ini-
tial recognition, the subsequent valuation
governs the valuation conducted in subse-
quent years until the asset is retired from
the operating assets. The valuation of ac-
tive and then passive assets is illustrated
to begin with below.

With regard to the initial valuation of
active assets, the law in force stipulates
two primary valuation criteria in the form
of procurement costs and production
costs (Section 6 (1) (1) of the German In-
come Tax Act (EStG)).

The acquisition costs are therefore rel-
evant in the event of an acquisition. By
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definition, they are made up of all of the
payments individually attributable to the
asset in question that were necessary to
acquire the asset in question and trans-
form it into an operationally ready state
(Section 255 (1) of the German Commer-
cial Code (HGB)). The following cost com-
ponents specified in detail are attributed
to them:

Acquisition price
Acquisition price reductions
Incidental acquisition costs
Subsequent acquisition costs
Acquisition costs

I+ +

The following example highlights this:

Tradesperson L acquires a machine
from the USA at a net purchase price of €
200,000 in January of year 1. The following
additional costs are also incurred in con-
junction with this acquisition:

- Freight costs ex-works € 3,000;

- Duty € 10,000;

- Import sales tax € 38,000;

- Concrete foundations for the ma-
chine (directly attributable): € 4,000.

The purchase price is paid by way of
exchange, with the remaining costs be-
ing paid by cheque and/or cash. The ex-
change total of € 226,000 includes bill dis-
counting and fees of € 26,000. The general
administration costs incurred as a result of
the purchase negotiations totalled € 3,000.

L is able to deduct the import sales tax
from his sales tax liability in accordance
with Section 15 (1) (2) of the German Turn-
over Tax Act (UStG). The ordinary useful
life of the machine is 4 years.

Determination of acquisition costs: In
addition to the purchase price, the ancillary
costs that are financially linked to the pur-
chase directly also form part of the acquisi-
tion costs for an asset. However overheads,
including any administrative overheads,
do not form part of the acquisition costs.
The import sales tax deductible as input tax
does not form part of the acquisition costs
either. However, duty does indeed form
part of the incidental acquisition costs. Bill
discounting and fees are considered to be
financing costs as opposed to acquisition
costs for the acquired asset.

The acquisition costs for the machine
can be determined as follows:
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Bill amount
. Financing costs
Net purchase price

Incidental acquisition
costs

Freight

Duty

Concrete foundations
Acquisition costs
within the meaning of
Section 6 (1) (1) of the
German Income Tax
Act (EStG)

€ 226,000
€ 26,000
€ 200,000

.\

€ 3,000
€10,000
€4,000 €17,000

€ 217,000

On the contrary, production costs shall
be authoritative if the assets have been
produced in-house. By definition, these
production costs include all disburse-
ments resulting from the consumption of
goods and the use of services for the pro-
duction of an asset, its expansion or a sub-
stantial improvement beyond its original
condition (Section 255 (2) of the German
Commercial Code (HGB)). Unlike acquisi-
tion costs, there is no restriction on direct
costs, meaning therefore that production-
related overheads can be included, whereas
there is an inclusion option for non-produc-
tion-related overheads and capitalised inter-
est under certain circumstances as well
[19]. The inclusion options must therefore
be exerted in accordance with the com-
mercial balance sheet (Section 6 (1) (1b) of
the German Income Tax Act (EStG)). De-
tails of the cost components can be found in
the following Figure:

Produc- Direct material costs
tion- + Direct production costs
related |+ Special direct Inclu-
direct costs| production costs sion
Produc- |+ Material overheads obli-
tion- + Production overheads |gation
related + Depreciation of fixed
overheads| assets

+ Administrative costs
Non-pro- |+ Costs of social amenities
duction- |+ Costs of voluntary I
related social benefits InF u-
overheads |+ Costs for the company su?n

pension scheme option

Financing |+ Capitalised interest
costs

= Production costs

The following example highlights
this:
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The following costs are reported in a
cost allocation sheet for year 1 (in € million):

200
20

Raw materials

Auxiliary and operating
materials

Warehousing, material transport 20
and testing,

including any personnel

expenses incurred

Production department wages

and salaries:

150
40
50

production wages
salvage remuneration
salaries 240

Employer contributions to social

security scheme attributable to

the Production department:
accruing to Production wages
accruing to salvage
remuneration

30

48
528

accruing to salaries
= Subtotal
Depreciation on production
facilities:
scheduled depreciation
(normal allowance for
depreciation)
unscheduled depreciation

additional imputed
depreciation on the difference
between replacement costs and
acquisition costs of the assets

Interest rates:

capitalised interest directly
attributable to products

other capitalised interest

imputed capitalised interest
Taxes:

corporation tax

business tax

100

20

20 140

40

100

60 200
50
20 70

Voluntary company pension 70

scheme
400
150
1,558

General administration costs
Distribution costs
= Total costs in year 1:

A total of 100,000 manufactured goods
have been made in year 1. As of 31/12/01,
the reporting date, there were still 10,000
units of these manufactured goods stored
in the warehouse. It can therefore be
assumed that the manufactured products
stored in the warehouse incurred, on
average, the same manufacturing costs
per unit as the average of all manufactured
products made in year 1.



Journal of Tax Reform. 2017. T. 3, No 1. C. 18-28

ISSN 2412-8872

Determination of production costs:
a) Lower value limit (inclusion obligations):
The lower value limit is made up of the ma-
terial and production costs, which in turn
are made up of the direct costs and over-
heads. This also includes the depreciation
of fixed assets, insofar as such depreciation
is caused by production. The depreciation
of fixed assets is represented by scheduled
depreciation, as opposed to unscheduled
depreciation and imputed depreciation.
Accordingly the lower value limit is
made up of the following (in € million):
200
20

Raw materials

Auxiliary and operating
materials

Warehousing, material transport
and testing, including any
personnel expenses incurred

= Material costs

Production department wages
and salaries

Employer contributions to social
security scheme attributable to
the Production department
Scheduled depreciation on
production facilities

= Production costs

20

240

388
= Lower value limit of all 628
manufactured goods made in

year 1

= Lower value limit of the
manufactured goods present on
31/12/01 (10 % * 628 =)

b) Upper value limit = lower

value limit plus inclusion options
Options exist for the following

costs (in € million):

General administration costs

Voluntary company pension

scheme

Capitalised interest directly
attributable to products

= Costs to be included

62.8

400
70

40

510

€ 51 million worth of these costs are
products still present as at the reporting
date (=10 % * 510).

The upper value limit is made up of
the costs subject to mandatory inclusion
and the costs to be included. It therefore
totals € 113.8 million (= 62.8 + 51).

The following costs arising in this par-
ticular case must not be included in the
production costs:

- unscheduled depreciation;
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- imputed depreciation (this involves
a profit element according to the nominal
value principle);

- interest not directly attributable to
the goods;

- imputed capitalised interest (profit
element);

- corporation tax (not accounted for
production, but rather for taxable earn-
ings);

- business tax (not accounted for pro-
duction);

- distribution costs.

The acquisition and/or production
costs are subject to depreciation losses at
the level of the subsequent valuation of ac-
tive assets (mostly referred to in tax legisla-
tion as allowance for depreciation (AfA =
Absetzung fiir Abnutzung)). This can be
differentiated in the form of scheduled
and unscheduled depreciation. Scheduled
depreciation must therefore be effected
solely on depreciable assets. This results
in the acquisition and/or production costs
being spread over the period of time that
the assets form part of the operating as-
sets (Section 7 (1) (1) of the German In-
come Tax Act (EStG)). In order to define
this period of time, reference is typically
made in practice to so-called “allowance
for depreciation” (AfA) tables published
by the tax authorities, which contain stan-
dardised useful lives for different assets.
Unscheduled depreciated may be effected on
all active assets, subject to certain condi-
tions applying. This results in a one-off re-
duction in value which can be attributable
to exceptional technical or economic wear
or to lower acquisition or sales prices. The
provisions regarding the effecting of un-
scheduled depreciation are particularly
differentiated and are regularly the sub-
ject of disputes between parties subject to
taxation and tax authorities [20].

The acquisition and/or production
costs are also relevant to passive assets with
regard to the initial valuation. However,
given that there is no acquisition and/or
production of these assets in the literal
sense, reference is instead also made to the
basis of the settlement value in accordance
with commercial law. This is the amount
that is required to settle the underlying



ISSN 2412-8872

Journal of Tax Reform, 2017, vol. 3, no. 1, pp. 18-28

liability. In the case of monetary payment
obligations, this amount corresponds to
the nominal amount, whereas for pay-
ment in kind obligations it corresponds to
the respective amount required to settle
the liability whilst taking into account all
production-related direct costs and over-
heads based on current price and cost ra-
tios. If the residual term of passive assets
is more than 12 months, the assets in ques-
tion must be discounted using an interest
rate of 5.5 % (Section 6 (1) (3) (1), No. 3a,
Bs. e) (1) of the German Income Tax Act
(EStG)). The tax deferral effect, i.e. the
benefit resulting from the fact that a tax
payment is only made at a later date, is
compensated for here by way of the pre-
mature profit-reducing allocation. As part
of the subsequent assessment, passive assets
must be depreciated in an unscheduled
manner under certain circumstances if the
value on the reporting date exceeds the
settlement value entered previously.

Analysys of the of the statement
based on the net income method

With regard to the statement based on
the net income method, earnings are cal-
culated as the surplus of operating income
net of operating expenses (Section 4 (3) of the
German Income Tax Act (EStG)).

Total of all operating income
./. Total of all operating expenses
Earnings (Section 4 (3) of the
German Income Tax Act (EStG))

The following example highlights
this:

A tax adviser has the following in-
come and expenses during the course of a
calendar year:

Income:

January to December: Regular
consultancy fees:

March: Receipt of consultancy fee
charged the previous year:

€ 480,000

€900

August: Reimbursed income tax
for the year:

September: Proceeds from the
sale of a € 100 PC to be posted
(acquisition costs which have
not yet had a profit-reducing
effect by way of “allowance for
depreciation” (AfA)):

€9,500

€300
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December: Advance for a legal
challenge yet to be made: 400
Expenses:

January to December: Office rent:
January to December: Salaries and
ancillary costs:

January to December: Office
materials and other costs (office
cleaning, lighting, heating etc.):
January to December: Life
insurance and health insurance
contributions for the tax
consultant and his wife:
February: Acquisition of
undeveloped plot of land for a
separate office building:

€400

€ 36,000

€ 270,000

€ 14,500

€ 15,800

€230,000
March: Loan repayment for a
professional loan:

March: Interest on loans for the
months of January to March of
year 12 (for a professional loan):
June: Acquisition of a PC
(expected useful life of 3 years):

€ 50,000

€500

€ 3,000

June: Acquisition of several
low-value assets with respective

acquisition costs of less than € 150: € 1,600

The tax consultant’s earnings from
freelance work are calculated using a
statement based on the net income meth-
od (Section 4 (3) of the German Income
Tax Act (EStG)):

Income
Consultancy fees 481,300
Sales proceeds PC 300
Total income 481,600
./ . Expenditure
“Book value” of sold PC 100
Office rent 36,000
Salaries 270,000
Office materials and other 14,500
expenses
Interest on loans 500
Low-value assets 1,600
Acquired PC

Procurement costs June 12 3,000

./ . Allowance for depre-

ciation for 7 months:

3,000.:3*%7/12 583 583
Total expenditure 323,283
= Profit 158,317

Notes to operating income:
- the consultancy fees totalling

€ 481,300 are made up of current earn-
ings for the calendar year, earnings from
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the previous year 10 (accrual principle;
Section 11 of the German Income Tax Act
(EStG)) and advances;

- the reimbursed income tax is a per-
sonal tax. It is to be recognised neither as
an operating expense upon payment, nor
as operating income upon reimbursement
(Section 12 (3) of the German Income Tax
Act (EStG)). The entire sales proceeds for
the PC are counted as income, whereas the
acquisition costs (book value) not yet as-
serted during the course of the “allowance
for depreciation” (AfA) are, however,
counted as operating expenses.

Notes to operating expenditure:

- the residual value of the PC must be
treated as an expense with a profit-reduc-
ing effect. The payments actually made
for the office rent, salaries and office ma-
terials are also deductible as operating
expenses. The life insurance and health
insurance contributions are not to be
taken into account as operating expenses.
They are private expenses. The acquisi-
tion costs for the land shall only be rec-
ognised as operating expenses in accor-
dance with Section 4 (3) (4) of the German
Income Tax Act (EStG) at the time of any
subsequent sale or extraction. The sales
proceeds must therefore be treated as in-
come accordingly;

- the loan repayment does not con-
stitute an operating expense; taking out
a loan is even less regarded as operating
income. The interest on loans for the loan
taken out for commercial purposes shall
be deductible as operating expenses;

- low-value assets are deducted with
immediate effect as operating expenses in
accordance with Section 4 (3) in conjunc-
tion with Section 6 (2) of the German In-
come Tax Act (EStG);

- the new PC is one of the depre-
ciable assets whose acquisition costs are
to be spread over the useful life during
the course of the allowance for deprecia-
tion (AfA = Absetzung fiir Abnutzung).
Given the acquisition took place in June
of the year in question, linear deprecia-
tion is only taken into account for a period
of 7 months according to Section 7 (1) (1)
and (4) of the German Income Tax Act
(EStG).
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This refers to operating income and/ or
expenses which are incurred in money or in
monetary equivalents [21-22]. They must
be recognised at the time of their inflow so
that a payment-based assessment of earnings
can be made. The assessment of earnings
is therefore performed here using flow val-
ues. This merely requires the simple record-
ing of all operating income and operating
expenses so that no accounting is required,
unlike the complete comparison of the
company’s operating assets. As a result, the
statement based on the net income method
makes things significantly easier for the
parties subject to taxation in question.

The payment-based assessment is
however broken down by various special
provisions. The most important one relates
to disbursements for the acquisition of
fixed assets and certain current assets (Sec-
tion 4 (3) (3) of the German Income Tax
Act (EStG)). With regard to depreciable
assets, these are only taken into account in
a profit-reducing manner over the useful
life, whereas for non-depreciable assets,
they are only taken into account when the
asset is retired from the operating assets.
These special provisions reduce the vola-
tility of the measurement base by ensuring
high-value disbursements do not merely
cause a substantial reduction in earnings
and a corresponding reduction in the tax
burden at a specific time.

The fundamental difference between
the statement based on the net income
method according to Section 4 (3) of the
German Income Tax Act (EStG) and the
assessment of earnings by way of compari-
son of the company’s operating assets: The
statement based on the net income method
is controlled by the inflow and outflow
principle (flow value statement). However, a
stock value statement, which makes it neces-
sary to draw up two balance sheets (one at
the start of the year and one at the end of
the year, underlies the comparison of the
company’s operating assets.

Conclusions

The assessment of taxable earnings
in Germany stipulates a number of dif-
ferent methods for the assessment of
earnings whose areas of application dif-
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fer between the various parties subject to
taxation. A trade or a business enterprise
which have a legal obligation to keep re-
cords must assess their earnings using
the complete comparison of the compa-
ny’s operating assets. On the other hand,
the non-traders usually use the statement
based on the net income method to assess
the earnings.

The greatest significance between this
two methods is attributed to the complete
comparison of the company’s operating
assets (so-called tax balance sheets), which
stipulate a balance sheet-based assess-
ment of earnings based on differentiated

provisions. These provisions vary due to
the different components of the tax bal-
anced sheet (active assets, passive assets
and accruals) and their individual charac-
teristics. Furthermore, it could be shown
that the complete comparison of the com-
pany’s operating assets is embossed by
the commercial accounting of the German
Commercial Code.

On the contrary, the payment-based
statement based on the net income meth-
ods has the effect of significantly simplify-
ing the assessment of earnings, but is only
open to parties subject to taxation who
earn a low level of income.
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ABSTRACT The article describes the peculiarities of tax policy implementation
in the system of international economic relations under conditions of contempo-
rary development, characterized by turbulence, unpredictability and high speed of
changes. The author estimates the influence of modern transformational changes
on national tax systems and tax policies of the leading countries of the World,
including their adaptation to the so-called “new normality”, the decline of liberal-
ism and the deceleration of globalization, virtualization of economic activity and
revival of the idea of national identity. Taking into account the impact of the above
factors, the author forecasts a common vector of national tax systems’ develop-
ment, as well as evaluates inter-state interactions in tax matters and determines
perspectives of tax policy improvement in Russia on the eve of presidential elec-
tions of 2018. The main conclusions are following: 1) in the modern world the best
is such a tax policy, which is focused on the regulating (stimulating), and not on
the fiscal role of taxes; 2) the process of intensive international tax cooperation,
which started just after beginning of the recent global economic crisis, is develop-
ing quite successful and it involves more and more interested countries; 3) modern
tax systems at the present time are influenced by a large number of transformation-
al factors, including global turbulent environment, which are reflected accordingly
in the national tax policy and not always unequivocally positive; 4) tax policy of
the Russian Federation ahead of the presidential elections in 2018 and after them
should be continuity to the period of 2000-2017 years, considering appropriate
progressive global trends
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HIGHLIGHTS

1. In the modern world the best is such a tax policy, which is focused on the regulating
(stimulating), and not on the fiscal role of taxes

2. The process of intensive international tax cooperation, which started just after
beginning of the recent global economic crisis, is developing quite successful and it
involves more and more interested countries

3. Modern tax systems at the present time are influenced by a large number of
transformational factors, including global turbulent environment, which are
reflected accordingly in the national tax policy and not always unequivocally
positive

4. Tax policy of the Russian Federation ahead of the presidential elections in 2018
and after them should be continuity to the period of 2000-2017 years, considering
appropriate progressive global trends
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HAAOIToBAfl NOAMTUKA B COBPEMEHHOM MUPE:
OCOBEHHOCTU U NEPCNEKTUBbI, PEAAU3ALUA B POCCUHA

A. 1. TToropienxmit

Canxm-Ilemepbypeckutl eocyoapcmbertviil yHubepcumen,
e. Canxm-Ilemepbype, Poccuiickas Dedepayus

ORCID: http:/ /orcid.org/0000-0003-4495-5557

AHHOTAIIMSI B craTbe XapaKTepu3yIOTCsi OCOO@HHOCTH peasin3aliiiy HaJlorOBO
MHOJIUTUKN B CYICTEMe MVPOXO3SIVICTBEHHBIX CBs3ell (BKiouast Poccuio) B ycoBmsix
IIOBBIIIIEHHOVI 5KOHOMIYIECKOVT Ty pOyJIEeHTHOCTY, HeIIpeICKa3yeMOCTI 1 OBICTPBIX
nepeMeH. O1ieHMBaeTCs BIIVSHYE TPaHCPOPMaLIIOHHBIX MI3MEHEHMI COBPEMEHHO-
CTW, BKJIIOUAIOIIVIX IIPUCIIOCOOIeHNe K TaK Ha3bIBaeMOVI «HOBOVI HOPMaIbHOCTII»,
3aKaTa JInbepasi3Ma 1 TOPMOKEeHVIS ITI00aIM3aliii, BUPTYaIn3alliy XO3sVICTBEeH-
HOVI aKTMBHOCTV I BO3POX/IEHMS VeVl HallIOHaJIbHOV MIEHTUYHOCTY Ha Hallu-
OHaJIbHBIEe HaJIOrOBble CUCTEMBl ¥ HaJIOTOBYIO IOJIUTUKY BeNyIIMX CTpaH Mupa.
C ydJeToM BO3IEVICTBUS IIPUBEIEHHBEIX (PAaKTOPOB IIPOTHO3UPYETCs OOIINI BeK-
TOP PasBUTHs HAI[MOHAJIBHBIX HaJIOTOBBIX CMCTEM, a TakKKe MeXIoCydapCTBeHHBIX
B3aVIMOJIEVICTBUVL B HAJIOTOBOV cpepe, 11 OIpee/IsioTCs IePCIeKTUBBI COBEepIIIeH-
CTBOBaHMS HAJIOTOBOVI IIOJIMTUKY Poccum B IIpeiBepuy Mpe3VIeHTCKIX BEIOOPOB
2018 r. B pesysnbraTe mcciiegoBaHMs cielaHbl CJIeyIOIVie BBIBOJbL: HavUlydIlen
HaJIOTOBOVI MOJIUTUKON B COBPEMEHHBIX YCJIOBUSX PasBUTHS CUCTEMBI MUPOXO-
3SIVICTBEHHBIX CBSI3€Vl SIBJISI€TCS IOIUTIKA, OPMEHTUPOBaHHas Ha PeryInpyIomIyIo
(cTvMynUpyIOIyI0), @ He Ha (PUCKAJIBHYIO POJIb HaJIOTOB; IIPOIIecC BCeoObeMIIIo-
111ero MeXXyHapOAHOIO HaJIOTOBOTO COTPYAHMYECTBa, CTapTOBABIIIN I10CIIe Hava-
J1a 17100a7IPHOTO 9KOHOMIYecKoro Kpusnca 2008-2009 rT., pa3BuBaeTcs JOCTAaTOYHO
YCIIEeITHO, BOBJIEKasl B CBOIO OpOUTY Bce GoJiblllee KOJIMYECTBO 3aHTePeCOBaHHBIX
CTpaH; COBpeMeHHbIe HaJIOrOBble CVCTEMBI B HACTOSIIlee BpeMs WCIBITHIBAIOT Ha
cebe BimsHMe OoJbIIOro ymcia (pakTopoB TpaHCHOPMAIIMOHHOIO XapaKTepa,
BKJIIOYasi I7100aIbHYI0 SKOHOMUUYECKYIO TypOYIeHTHOCTh B €e PasIMUHBIX IIPOsIB-
JIEHMSIX, YTO COOTBETCTBYIOIIMM 00pa3oM OoTpakaeTcs M Ha HalVIOHAJILHOV HaJIo-
TOBOVI ITOJINTVIKE, IIpUYeM He BCeTfa IIOJIOKNUTeIbHO; HaJIoroBasi HoinTuKa Poccvm
110 TIpe3naeHTCKX Bbroopos 2018 T. 1 mocsie HuX [I0/DKHA COOTHOCUTBCS C TIOJIUTH-
kot 2000-2017 rr., yunThiBad Ipy 3TOM COOTBETCTBYIOIIVE IIPOrPeCcCUBHBIE MIPO-
Bble TeHIIEHIIUN

KJIFOUEBBIE CJIOBA MexnyHapo/jHOe HaJIoroBoe peryJiiMpoBaHyie, MeXXITyHapoyl-
HOe HaJIOroBOoe COTPYJHIMYEeCTBO, HaJIoroBas IojmMTrKa Poccrmy, Hasiorosast ojmmrT-
Ka, HaJIOTOBOE peryyIMpoBaHye, Hajloropas CUCTeMa, HaJIOTOBble pedOpMbl, HaJIOTO-
BO€ aJJMVHVICTPUPOBaHVe, MeXXIyHapOIHOe HAJIOTOBOe COTPYIHMYECTBO

OCHOBHBIE ITOJIO>KEHM

1. BeIsIBII€HO, YTO HAMJTYUIlIeVl B COBPEMEHHBIX YCIIOBUSX Pa3sBUTWS CUCTEMBI MVI-
POXO3SIVICTBEHHBIX CBS3eVI SIBJISIeTCS TaKasl HaJIoToBasl IIOJINTVKA, KOTOpas OpUeH-
TUpPOBaHa Ha PeryJIMpyIoniyo (CTUMYIMPYIOIIY0), a He Ha (UCKaJIbHYIO POJIb
HaJIoroB

2. YCcTaHOBJIEHO, UTO IIPOIecC BCeOOheMITIONIEro MeXXIyHapOLHOIO HaJIOTOBOTO CO-
TPYIAHMYECTBa, KOTOPEIVI CTapTOBaJl Cpas3y ke I10ocjle Havasla IJ100aIbHOTO S5KOHOMM-
ugeckoro kpmsuca 2008-2009 rr., pa3sBuBaeTcs JOCTATOYHO YCIIEITHO, BOBJIeKasl B CBOIO
opOuUTYy BCe DOJIbIIIee KOIYECTBO 3aTHTEPECOBAHHBIX CTpaH

3. OmnpeyiesieHo, UTO COBpeMeHHBIe HaJIOTOBbIe CICTEMBI B HACTOSIINY MOMEHT Bpe-
MeHV VICITBITBIBAIOT Ha cebe BIMsAHMe OOIIBIITOro umcia paKTopoB TpaHcdopMariy-
OHHOTI'O XapaKTepa, BK/I04asi INI00aIbHYI0 TypOyIeHTHOCTE B €e pa3JIMIHbIX IIPOSIB-
JIEHVSIX, YTO COOTBETCTBYIONIMM 00Pa3oM OTpakaeTcs 1 B HaI[MOHaIbHOV HaJIOTOBOT
TTOJINTHMKeE, TIpVYeM He BCeTia OTHO3HAYHO ITO3UTUBHO

4. KoHcratupoBaHo, 4TO Hajloropasl IoymTuka Poccun B mmpergsepun Ipe3uaeHT-
ckmx BeIOOpoB 2018 T. 1 11ociIe HMX JOJDKHA OT/IMYAThCS IPeeMCTBEHHOCTBIO K I1ep-
oy 2000-2017 rr., mpyi 3TOM yUUTHIBasi COOTBETCTBYIOLINE IIPOrPeCcCUBHBIE MUPOBbIE
TeHIeHIINN
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Introduction

After the crisis of 2008-2009, the
world economy has entered a new phase
of development, the so-called “new nor-
mality” characterized by slower growth,
price volatility and turbulence of mar-
kets, as well as by a high degree of un-
certainty under conditions of growing
global transformations. Meanwhile, at
the stage of implementation of their
national anti-crisis programs, differ-
ent countries followed their own ideas
about what should the tax policy of the
post-crisis period be, leading to different
types of tax adjustments in the world.
Corresponding changes have focused
both on how to improve the fiscal func-
tion of taxes to ensure desired level of
its collection to the budget and on how
to stimulate regulatory and socio-dis-
tributive functions of taxation (includ-
ing the postulates of tax neutrality for
businesses and their key impact on the
process of income equalization in a so-
ciety). Along with this, all countries had
acted in different directions, depending
on the severity of global economic crisis
consequences for the national economy.
A certain unity in the world was ob-
served only in the area of strengthening
of interstate cooperation in tax matters
to prevent tax evasion and so-called ag-
gressive tax planning. This cooperation
takes place through the international
tax regulation under the auspices of the
OECD and the Group of 20 (G20).

As a result, the following status quo
in the global system of international eco-
nomic relations has developed in the tax
area by present time: national tax systems
in the post-crisis period, having under-
gone some cosmetic changes, continue to
focus on national objectives of economic
development, which is subject of corre-
sponding tax policies of different coun-
tries. However, since 2009, significant
progress was made in the field of interna-
tional tax coordination aimed mainly at
the exchange of information to strength-
en tax administration and improve tax
collection. Nevertheless, problems of
development of the system of interna-
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tional economic relations, which began
to appear since 2014, raise new questions
about the future prospects of national tax
systems development and about the es-
sence of national tax policies.

Among the changes that emerged in
the modern world, first of all we should
pay attention to a noticeable decline in
popularity of liberal and neo-conserva-
tive ideas, the inhibition of globalization
process, virtualization and digitalization
at the business landscape and social rela-
tions, the resurgence of national identity
of States and their economies. Events that
have happened on this background and
leaded to the beginning of a new geo-
political confrontation between Russia
and Western countries and initiated the
rise of social and religious conflicts in
the world, China’s desire to strengthen
its political and economic influence, as
well as the key moments of 2016 such as
Britain’s decision to leave the European
Union (Brexit) and election of the Presi-
dent of the United States Donald Trump,
are needed of understanding from dif-
ferent points of view, including from the
standpoint of their impact on the devel-
opment of national tax systems and the
relevant changes in tax policies of differ-
ent countries.

The aim of the article is to character-
ize features of the modern tax policy in
the world (including the contemporary
tax policy of Russia) in conditions of in-
creased turbulence and unpredictability,
as well as to predict vector of development
of national tax systems and to evaluate in-
ternational interactions of countries in the
field of taxation for the nearest future.

Note that due to the extremely high
speed of change in the modern global eco-
nomic system any of the obtained insights
may prove to be outdated very soon.
However, some forecasts and estimates
appear to us to be appropriate, including
possible changes in the Russian tax system
and in the Russian tax policy in connec-
tion with the upcoming presidential elec-
tions in 2018.

Undoubtedly, the status of tax sys-
tems and implementation of tax policy
in modern conditions are one of the most
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popular areas to explore both in Russia
and in foreign countries. There are many
publications on this subject made in the
end of 2000s and in 2010s. For example,
J. Slemrod wrote on tax policy lessons in
the “Great Recession” epoch [1]. J. Bron-
dolo [2] focused on problems of tax collec-
tions during an economic crisis. Influence
of crisis on the tax policy became an object
of researching in the publication of J. Al-
worth and G. Arachi [3]. Post-crisis fiscal
policy was analyzed in books of C. Cot-
tarelli [4], A. Alesina and F. Giavazzi [5].
Role of the OECD and other international
organizations for tax policy coordination
in the world was described in works of
K. Martens and A. Jakobi [6] as well as by
A. Christians [7]. Proposals for a tax re-
form of new quality was done by T. Pog-
ge, K. Mehta [8] and A. Philippopoulos [9].
Different aspects of tax optimization were
characterized by R. Boadway [10]. R. de
Mooij and G. Nicodéme [11] analyzed tax-
ation and regulation of the financial sec-
tor. The author of the article in coopera-
tion with N. Bashkirova paid attention to
issues of development and functioning of
the tax system of Russia in the post-crisis
era [12] as well as analyzed in cooperation
with E. Kilinkarova and N. Bashkirova the
positive experience of Russian tax reforms
of 2000s in the appropriate chapter of the
book “The Complexity of Tax Simplifica-
tion” published by an international group
of tax researches [13]. However, the dy-
namics in a rapidly changing world, as
well as constantly emerging new chal-
lenges and unresolved problems allow
us to continue researching features and
prospects of formation and implemen-
tation of tax policy under contemporary
conditions.

We will present main provisions of
this article in the following way, empha-
sizing the appropriate three topics:

- trends in the development of nation-
al tax systems in mid-2010 years and cur-
rent tasks of a national tax policy;

- features of tax policy realization in
terms of modern transformational chang-
es and geopolitical challenges;

- Russian tax policy: before and after
2018.
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Trends in the development
of national tax systems in mid-2010
years and current tasks
of a national tax policy

After the global economic crisis of
2008-2009 and the ensuing escalation of
budget deficits and public debt, that was
typical for the period 2009-2013, by 2014
year the GDP growth and the state of pub-
lic finance of the leading countries of the
world stabilized. The situation in sphere
of tax revenues, which on the background
of the cyclical downturn and large-scale
programs of state support of national
economies in 2009-2013 tended to de-
crease, also started to normalize. Thus, in
the annual OECD Revenue Statistics report
in 2016 marked that in 2015 proportion of
taxes in the GDP in OECD member coun-
tries attained an average level of 34.3 % —
the record after commencing of OECD
reports publishing in 1965. Moreover, the
tax burden indicator climbed in 25 from
32 OECD member countries’. In general,
tax collections statistics for 2007-2015
(see the Table 1) shows that Anglo-Saxon
countries lowed theirs tax burden level till
2015 in comparison with the pre-crisis pe-
riod (2007), while the leading continental
European economics and Japan, in con-
trast, quite significantly increased the cor-
responding indicators of the tax burden
(from 2 to 3 percentage points).

Taking into account the changes in tax
systems, which aim at improvement (the
sales tax in Japan) or at introduction of
new taxes and fees (tax on high frequency
trading securities in Italy), we agree that
both in continental Europe and in Japan
the fiscal function of taxes by the middle
of 2010 became dominative, manifested it-
self in the growth of tax collectability and
in increasing level of tax burden. On the
contrary, in the Anglo-Saxon economies
immediately after the crisis the regula-
tory mechanisms of taxation was largely
activated including encourage entrepre-

! Tax revenues reach new high as the tax mix
shifts further towards labour and consumption
taxes. OECD,2016. November, 30. Available at:
http://www.oecd.org/tax/tax-revenues-reach-
new-high-as-the-tax-mix-shifts-further-towards-

labour-and-consumption-taxes.htm.
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Table 1

Proportion of the total tax collections to GDP in the leading developed countries,
2007-2015 (in percent)

Countries Years Vector of
2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | changes
OECD, in average | 33.8| 33.2| 324| 326 33.00 334 33.8 342 343 A
Switzerland 261 264 270 265 270 268 269 27.0/ 279 A
Japan 285| 285 270 27.6] 286 294 303 32.0 A
Anglo-Saxon countries
Australia 29.7| 271 258 25.6| 263 274| 276 279 .. v
United Kingdom| 33.0] 33.0) 315 325/ 334 327 325 321 325 v
Ireland 304 285 274 271 271 275 282 28.7| 23.6 v
Canada 321 31.7| 320 30.6] 305 31.00 310 31.2| 319 v
USA 26.7| 257| 230 235 239 241] 257 259| 264 v
Leading countries of Continental Europe
Germany 349| 354| 361, 35.0] 357 363 364 36.6] 36.9 A
Italy 417| 417 421| 419 419| 439 440 437 433 A
France 424 422| 413 420 432 443| 452| 455 455 A

Sources: OECD Revenue Statistics. Available at: https:/ /data.oecd.org/tax/tax-revenue.htm.

neurship by reduce of taxes (for example,
the reduction in income tax rate in the UK
from 26 % to 20 % in the period from 2012
to 2015 and the further country’s intention
to reduce this tax up to 15 %) As a rule, at
first, such measures lead to a reduction in
tax revenue, but under the positive macro-
economic environment, the tax rates con-
traction can have positive economies of
scale effect in the medium and long term
period as it happened in USA after am-
bitious tax reforms of the 1980s. In 2015,
among the Anglo-Saxon economies, how-
ever, was an exceptional example of this
kind. So, the reluctance of the Irish gov-
ernment to increase the tax burden in the
crisis period by raising tax rates, taking
into account the enormous budget deficit
2010 (-32.1 % of GDP!), led to a positive
result for GDP growth in 2015 when Ire-
land became the world leader in this indi-
cator (+26.3 %!)°.

Another noticeable trend in the devel-
opment of tax systems in OECD member
countries was marked increase in the role
of labor and consumption taxes. In aver-

2U.K. Tax News 2017. The Complete World-
Wide Tax and Financial Site. 2017, February, 10.
Available at: http://www.worldwide-tax.com/
uk/uk tax news.asp.

3 Ireland. The World Bank Database. 2017.
Available at: http://data.worldbank.org/coun-
try/ireland?view=chart.
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age, for OECD countries revenues from
personal income tax (PIT) as well as from
social insurance contributions, and value
added tax (VAT) reached in 2014 in total
24.3 % of GDP, also set the record for all
time of collection of relevant statistical in-
formation starting 1965.

The share of PIT in total tax revenue
has increased since the onset of the glob-
al economic crisis (from 23.7 in 2007 to
24 % in 2014), while fees from corporate
income taxes have not yet returned to
their pre-crisis levels (only 8.8 % in 2014
from 11.2 % in 2007). Along with that, the
share of PIT in the total tax revenue has
increased since the beginning of the global
economic crisis (from 23.7 in 2007 to 24 %
in 2014), while collections from corpo-
rate income taxes has not yet returned to
their pre-crisis levels (only 8.8 % in 2014
in comparison with 11.2% in 2007)*. The
share of social taxes and duties to total tax
revenue also increased from 24.7% in 2007
10 26.2 % in 2014. In turn, VAT has become
the main consumption tax in the structure
of national tax systems of OECD coun-
tries: its revenues made up in 2014, in av-
erage, 20.1 % of all tax revenues and 6.8 %

*In overall, the share of PIT and tax on corpo-
rate profits currently stands at only a third of all
tax revenues in OECD countries (33.7 % in 2014),
while in pre-crisis 2007 their proportion was 36 %.
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of GDP. The importance of VAT increase
has become a trend for 22 of the 34 OECD
countries, in the structure of tax systems
of which this tax is available®.

As a whole, in the 2017 OECD’s global
GDP growth forecasts, the Organization
notes the weakness of cross-border in-
vestment and foreign trade, but expects a
moderate strengthening of growth in the
world economy (3.6 % in 2018) thanks to a
more active use of fiscal policy measures®.
Thus, tax policy has to solve the problem
of increasing the pace of global economic
development. Obviously, in this con-
text, the tax policy that promotes growth
through the creation of appropriate incen-
tives for business and labor activity of the
population would be the best. Thus, taxes
on the post-crisis stage of development do
not need in increase and, at the same time,
it is necessary to use even more their regu-
lating (stimulating), but not fiscal role.

One of the most important trends in
the development of national tax systems
in the second decade of the XXI century
was the strengthening of the nature of the
interaction between national tax adminis-
trations due to the growing process of in-
ternational tax regulation in the tax area.
Becoming a response to the challenges
of the financial crisis of 2008-2009, the
consequences of which in the tax sphere
was manifested in the form of increased
tax evasion and aggressive tax planning
of multinational companies and private
persons with high level of incomes, in-
ternational tax cooperation has achieved
unprecedented results. Thanks to the ac-
tivity of two major interstate institutions
of tax regulation such as the OECD and
the G 20, a legal framework of coopera-
tion in international tax matters as well

® Tax revenues reach new high as the tax mix
shifts further towards labour and consumption
taxes. OECD,2016. November, 30. Available at:
http:/ /www.oecd.org/tax/tax-revenues-reach-
new-high-as-the-tax-mix-shifts-further-towards-
labour-and-consumption-taxes.htm.

¢ General assessment of the macroeconomic
situation. OECD Economic Outlook, vol. 2016, is-
sue 2 Available at: https://www.oecd.org/eco/
outlook/general-assessment-of-the-macroeco-
nomic-situation-oecd-economic-outlook-novem-

as technical tools of country-to-country
exchange of fiscal information was de-
veloped sufficiently. Moreover, the in-
ternational tax coordination expends to
previously non-cooperative jurisdictions,
including so-called tax havens which
were forced to become involved in the in-
ternational tax regulation process under
the pressure of international organiza-
tions. And if, before the global economic
crisis of 2008-2009, the international tax
cooperation, in particular exchange of
information in tax matters, developed
mainly on two participant countries ba-
sis, now the interstate tax regulation has
acquired a multilateral character. So, it
legal basis in the second decade of the
XXI century has become an multilateral
character in nature basing on new mul-
tilateral tax conventions instead of bilat-
eral tax treaties prevailed previously.

In particular, in 2010 the OECD Con-
vention on Mutual Administrative Assis-
tance in Tax Matters which aims to pre-
vent international tax evasion and fiscal
fraud was signed’. It almost completely
eliminates gaps in the legal framework of
international tax regulations which previ-
ously allowed for unscrupulous taxpayers
to hide from the pursuit of national tax
authorities and judicial bodies on the ter-
ritory of the so-called tax shelter countries.
It is noteworthy that the signatories to
this Convention are not only the member
States of the OECD but all interested Na-
tions involved in the activity of different
OECD tax bodies such as the OECD Com-
mittee on Fiscal Affairs, the Forum on Tax
Administration and the Global Forum on
Transparency and Exchange of Informa-
tion for Tax Purposes as observer States.
Moreover, thanks to the previously activ-
ity of the OECD focused on the develop-
ment of international tax cooperation and
on the prevention of harmful tax competi-
tion, the black list of fully non-cooperative

7 The Multilateral Convention on Mutual Ad-
ministrative Assistance in Tax Matters: Amended
by the 2010 Protocol. OECD and Council of Europe,
2011. 112 p. Available at: http://www keepeek.
com/Digital-Asset-Management/oecd / taxation/
the-multilateral-convention-on-mutual-adminis-
trative-assistance-in-tax-matters 9789264115606~

ber-2016.pdf.
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tax jurisdictions in the world (countries
which was fully excluded from the inter-
national exchange of information on tax
matters) was completely eliminated (see
the progress which is illustrated on the
Figure).

In 2013 under the authority of the
G20 and with the active regulatory par-
ticipation of the OECD one more very
important for international tax coopera-
tion process, the BEPS Actions Plan® has
started. As is clear from decrypt of this
abbreviation meaning base erosion and
profit shifting, the Plan is aimed to prevent
aggressive tax planning from the side of
multinational companies and rich indi-
viduals using low tax jurisdictions to hide
their incomes from taxation in countries

8 Action Plan on Base Erosion and Profit Shift-
ing. OECD Publishing, 2013. 44 p. Available at:
http:/ /www.keepeek.com/Digital-Asset-Man-
agement/oecd/taxation/action-plan-on-base-
erosion-and-profit-shifting 9789264202719-en#.
WON60O2mIL TIU#page4.

of residence. The primary tools to end a
popularity of such tax avoidance schemes
in the world are introduction of unified
measures pointed to fight against transfer
pricing abuse, using of controlled foreign
corporations and hybrid bodies registered
in low tax jurisdictions, illegal thin capital-
ization, tax treaty shopping, harmful tax
practice and possibilities of distance in-
ternational e-commerce. These initiatives
were supported by more than 100 coun-
tries both developed and developing and
are realizing on multilateral basis as well.

Taking into account the processes oc-
curring in the field of international tax reg-
ulation, it needs to recognize the growing
level of coordination between countries in
tax matters that should be appropriately
reflected in the nature of implemented
national tax policy. Thus, the methods of
national tax regulation needs to reflect
the global tendencies of opposition to tax
evasion and aggressive tax planning, na-
tional tax administrations should expand

2000: the OECD black list of 35 non-cooperative tax havens
American Virgin Islands, Andorra, Anguilla, Antigua and Barbuda, Aruba,
Bahamas, Barbados, Bahrein, Belize, British Virgin Islands, Vanuatu,
Gibraltar, Grenada, Jersey, Dominica, Liberia, Lichtenstein, Maldives,
Marshall Islands, Monaco, Montserrat, Nauru, Netherland Antilles, Niue,
Channel Islands (Guernsey, Sark, Alderney), Cook Island, Isle of Man,
Panama, Samoa, St. Kristofer and Nevis, St. Lucia, Seychelles, St. Vincent
and Grenadines, Turks and Caicos Islands, Tonga

y

2002: the OECD black list of 7 non-cooperative tax havens
Andorra, Vanuatu, Liberia, Lichtenstein, Marshall Islands, Monaco, Nauru

y

2004: the OECD black list of 5 non-cooperative tax havens
Andorra, Liberia, Lichtenstein, Marshall Islands, Monaco

h 4

2007: the OECD black list of 3 non-cooperative tax havens
Andorra, Liechtenstein, Monaco

A 4

2009: absence of the OECD black list of non-cooperative tax havens
in the World

Progress of international cooperation with tax havens on fiscal transparency
and exchange of information through the OECD activity

Sources: Towards Global Tax Cooperation. Report to the 2000 Ministerial Council Meeting and Recommenda-
tions by the Committee on Fiscal Affairs. Progress in Identifying and Eliminating Harmful Tax Practices. Paris:
OECD, 2000. 31 p. Available at: https:/ /www.oecd.org/tax/harmful /2090192.pdf; Tax revenues reach
new high as the tax mix shifts further towards labour and consumption taxes. OECD, 2016. November, 30.
Awvailable at: http:/ /www.oecd.org/ tax/ tax-revenues-reach-new-high-as-the-tax-mix-shifts-further-
towards-labour-and-consumption-taxes.htm; OECD annual lists of non-cooperative tax havens
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their cooperation on a multilateral basis.
In particular, countries should focus on
the possibilities of exchange of experience
in tax matters and on the development of
exchange of tax information operating on
the principle of the widely popular global
social networking.

Features of tax policy realization
in terms of modern transformational
changes and geopolitical challenges

Among the large-scale modern prob-
lems of development of the system of
world economic relations, entailing sig-
nificant changes of structural character,
we should pay attention to the followings
which are still not well understood:

- the crisis of liberal ideology, the so-
called Washington consensus’;

— the transformation of globalization into
Qlocalization and “global regionalism” de-
velopment;

— the growing popularity of protectionism
and import substitution instead of the open-
ness of national economies;

— the actual “technological stagnation” de-
spite the boom of information technology;

- formation of a new world order based
on a new configuration of political forces
in terms of geopolitics and geo-economics
of the XXI century;

- Religious transformation of the world.

How does tax policy have to reckon
with emerging transformational changes,
adjusting to their consequences?

The exhaustion of the agenda of the
Washington consensus for tax systems
can mean that reigning in the leading
countries in 1980-1990s and in the begin-

° “The Washington consensus” originally
meant a complex of economic policy measures
proposed by the International Monetary Fund and
the World Bank as recommendations for overcom-
ing the crisis phenomena in developing countries
and transition economies (they were prescribed to
Latin America and Eastern Europe) and aimed at
strengthening the role of market forces and declin-
ing of the public sector in the national economy.
In the context of this article the “Washington con-
sensus”, as is customary in a broader sense, we
consider the macroeconomic policy based on the
neoliberal (neo-conservative) tenets 1980-1990s,
which lays emphasis on the deregulation of mar-
kets and “effective State” with a minimal set of
functions and the optimum size of the property.
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ning of the XXI century neoconservative
approach to tax policy with a focus on the
moderate taxation of business income (in-
cluding income of its beneficial owners)
and citizens, as well as suggestion of the
freedom of international tax competition,
may has the potential to exhaust itself.
As the return of the active regulatory role
of the State in the post-crisis era, we can
expect (and this is already happening in
the modern World) the growing pressure
from the tax administrations of OECD
member countries on the offshore sector
which excessively swollen to the present
time. The continuation of the policy of in-
creasing the role of taxes on labor income
and consumption in the structure of mod-
ern tax systems is also possible.

The emerging stagnation in the pro-
cess of globalization and the disintegra-
tion of the world into zones and spheres of
influence and the integration communities
which are different in its configuration,
and the growing manifestation of region-
al separatism lead to the fact that the tax
system and tax policy in the foreseeable
future will continue to obey the national
sovereignty principle. It can produce dif-
ficulties in inter-country coordination on
fiscal issues which will impact the struc-
ture of national tax systems and tax poli-
cies of various States will be largely deter-
mined by domestic economic objectives.
Unfortunately, this process is developing
in the modern World quite destructive
and is causing negative effects for the na-
tional tax system and national tax policies.

In instance, the positive trend of the
European tax coordination process which
developed quite successful till now is un-
der the question after the official launch of
Brexit at the end of March 2017. It is obvi-
ous that Brexit will bring confusion in the
previously consolidated position of the EU
member countries related to convergence
of national tax policies and tax systems.
It appears that it should expect a revision
of views of the EU on the process of inter-
national tax competition, whose explicit
apologist was the United Kingdom. In
addition, there will be a revision in appli-
cation of customs duties in external trade
of the UK, because the Great Britain will
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need to change its trade regime taking into
account the new circumstances. All this
shows that disintegration of the EU with
starting of the Brexit process leads to an in-
crease of national interests in the sphere of
taxation, which adversely affects the con-
solidated position of the EU member States
in relation to the process of European tax
coordination which prevailed before 2017.

The other sides of the current trends
of de-globalization are protectionism and
import substitution because of national
governments’ desire to reduce their de-
pendence on the turbulent external envi-
ronment, often this is due to national secu-
rity interests. Among measures which are
already implemented or ready for imple-
mentation to increase the closeness of the
national economy are the introductions of
export duties or other taxes, limiting the
accessibility of foreign products on the
domestic market. Because these measures
are often in contradiction with the WTO
rules, in practice, there are more sophisti-
cated to neutralize the impact of import-
ing countries to national economy. The
termination of participation of the country
in the mega-regional integration groups
with a liberal application of customs tar-
iffs and tax regulation of foreign economic
activity is also possible in particular. The
most explicit example of this kind is the
exit of the United States of America from
the Trans-Pacific Partnership (TPP) in ear-
ly 2017 just after inauguration of Donald
Trump as the U.S. President™.

At first glance it is paradoxical that
the “technological stagnation” occurs in
the context of continuous improvement
of information technology [14]. But this
is true with regard to the actual substitu-
tion of the necessary fundamental changes
by widespread digitalization of processes
based on Internet technology and ubiq-
uitous virtual reality with a fake shade
that will definitely improve standardized
products, but do not create anything fun-

1 The purpose of the TPP, initially bringing
together 12 countries, is to reduce tariff barriers
and regulatory simplification internal regulations
(including tax regulations) in the participating
countries in the field of labor relations, environ-
mental protection, protection of intellectual prop-
erty rights and other areas.
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damentally new. As a result, the contem-
porary tax policy becomes more techno-
cratic, that places the tax administration
at the forefront, using the latest achieve-
ments in virtual environments, including
network effects. However, from a strate-
gic point of view, the national tax policy
should promote the birth of breakthrough
technologies and the emergence of new
database products, offering appropriate
tax incentives to inventors and innovative
enterprises. Here it is useful to remember
the positive impact of tax incentives for
R&D activity which became a part of tax
reforms of the 1980s in the United States.
Formation of a new world order based
on geopolitics and geo-economics of the
mid-2010s years, for the development of
national tax systems and modification of
tax policies of leading States of the world
can cause the following transformational
effects. First, the United States, with the
continuation of the previous line on ag-
gressive dominance in the world, risks
to lose the reputation of a country whose
actions in the tax field still have the in-
novative and demonstrative nature and
initiate similar changes in other States of
the world (the popularity of the Laffer
curve and supply-side economics, neo-
conservative tax reforms of the 1980s, the
modern theory of taxation, including the
rationale explanation of positive effects
from proportional income tax with low
rates). Second, the countries of the Euro-
pean Union, largely trapped in their own
vicious system, “the Welfare State” with
high taxes, social-redistributive role of the
tax system and the lack of tax incentives to
innovation, have lost their attractiveness
for copying to other parts of the world
their unique experience in the implemen-
tation of tax policy and the tax systems on
the basis of the priority principles of the
social orientation of the State. Thirdly, Ja-
pan, as another component of the old triad
of the capitalist world, also failed to make
his experience useful to tax adjustments to
tax policy in foreign countries. As a result,
in modern conditions the best internation-
al practice of taxation may come not from
the countries and integration communi-
ties that were once distinguished by their
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intellectual dominance in the field of taxa-
tion. A good chance to become “trendset-
ters” in taxation in the circumstances,
have other nations of the world, including
China and the Russian Federation which
significantly enhancing its position. In
instance, Russian experience in the appli-
cation of the flat rate personal income tax
has become a real case for international
textbooks in public finances.

Finally, it is clear that significant reli-
gious change in the world that violate cur-
rent balance between traditional religions,
also will be reflected in the implementa-
tion of tax policy in different countries
and regions of the world in some time.
First of all, we should note a growing pro-
portion of the followers of Islam in the
world as a whole and in individual States
and Metropolitan areas in particular'. Af-
ter these circumstances, the Islamic model
of taxation in the center of which is zakat
as an analogue of not only the tax but also
social obligations, will become increas-
ingly popular, including those countries
that are still considered Christian. Some
Russian regions in this context could also
be under consideration as grounds for the
Islamic taxes application.

As a result, the national tax policy is
currently experiencing a significant influ-
ence of global factors, adapting to them.
Some of the newest factors of the global
turbulence and instability cause rather
negative than positive changes in national
tax systems, disrupting the current level
of international tax cooperation.

Russian tax policy:
before and after 2018

2017 year in Russia is declared as the
year of discussions about what would the
tax policy of the country after the Presi-
dential elections of 2018 be. It should be
noted that, unlike other areas in the field
of taxation in the Russian Federation
throughout the XXI century relatively
small amount of mistakes was made. The

! The Future of World Religions: Population
Growth Projections, 2010-2050. Pew Research Cen-
ter. Religion & Public Life. 2015. April, 2. Available
at:  http://www.pewforum.org/2015/04/02/

Russian tax reform of the beginning of
2000s became one of the best in the world
and Russian experience of application of
“flat rate” of personal income tax has be-
come one of the most popular [13]. Even
taking into account the global economic
crises of 2008-2009, the Russian tax sys-
tem endured it and its initial consequenc-
es better than tax systems of other coun-
tries of the world, since the adjustment of
tax policies (including reducing rates of
corporate profit tax) were fast and reason-
able. The Table 2 (see the Table 2) shows
tax competitive advantage of the Russian
Federation in comparison with the leading
developed countries of the world (Group
of 7, G7) and other BRICS countries ac-
cording to the 2016 World Bank’s Doing
Business Report'2

However, the new challenges fac-
ing the national tax system require corre-
sponding changes in the character of the
tax policy. Despite the priority for regulat-
ing (simulating) role of taxation in Russia,
there is also growing demand for regula-
tory and fiscal role of taxes. Taking into ac-
count aging of population and slow rate of
economic growth some representatives of
the Russian elite insist on the idea of the
inevitability of tax increases in conditions
when the potential reduction in public
spending is clearly insufficient, and the de-
cision to increase the retirement age of the
population ahead of parliamentary and
presidential elections has been postponed.
Given the latest circumstances, the empha-
sis should be made on some potential im-
provement of the tax system of Russia.

First, the Russian tax policy after 2018
may correspond to trends of a number of
OECD member States, namely:

— decrease of tax burden declared by
the government of the Russian Federa-
tion will stimulate employment and en-
trepreneurial activity, especially when the
output in the economy is moving to the
growth trajectory;

2 Doing Business 2016: Measuring Regula-
tory Quality and Efficiency. The World Bank,
2015. 348 p. Available at: http://www.doing-
business.org/~/media/WBG/DoingBusiness/
Documents/Annual-Reports/English/DB16-

religious-projections-2010-2050/
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Table 2
Paying taxes 2016 rating: G7 and BRICS countries in comparison
Country Ease of Taxation
busi- | Tax |Tax pay-| Time spent |Overall| Profit |Wage taxes| Other
ness | mod- | ments |totaxreport-|taxrate| taxes |and collec- | taxes
do@ng eration| (number | ing (hours | (% of | (% of |tions (% of | (% of
rating | rating | ayear) | peryear) | profit) | profit) | profit) |profit)
Canada 14 9 8 131 21.1 3.9 127] 45
United Kingdom 6 15 8 110 320/ 192 112 1.6
South Africa 73 20 7 200 288 217 4.0 3.1
Russia 51 47 7 168 47.0
United States 7 53 10.6 175 43.9
Germany 15 72 9 218 48.8) 232 21.2 44
France 27 87 8 137 62.7 0.5 53.5 8.7
Japan 34 121 14 330 51.3
China 84 132 9 261 67.8 .. .. ..
Italy 45 137 14 269 648 195 434 1.9
India 130 157 33 243 60.6
Brazil 116 178 9.6 2 600 69.2

Source: Doing Business 2016: Measuring Regulatory Quality and Efficiency. The World Bank, 2015.
348 p. Available at: http://www.doingbusiness.org/~/media/ WBG/DoingBusiness/Documents/

Annual-Reports/English/DB16-Full-Report.pdf.

- shift in taxation from business profit
towards labor and consumption can make
entrepreneurial activity (especially activi-
ties of a creative nature which not aimed
at conspicuous consumption) more attrac-
tive from the fiscal point of view;

- activation of the regulatory (stimulat-
ing) role of taxation in contrast to the fiscal
one will be able to give a new impetus to
the development of the national economy.

Statistical data of the Ministry of Fi-
nance of the Russian Federation (see the
Table 3) indicates that during 2009-2015
years (especially in 2013-2015) there was a
tendency to decrease of both fiscal and tax
burden while proportion of value-added
tax and social security tax revenues to
GDP were growing. Simultaneously it is
possible to observe a decrease in profit tax
contributions to consolidated budget of
the Russian Federation starting 2012 (this
situation changed a little bit in 2014 and
2015). All this underlines the similarity
of the trends in the Russian tax policy to
the same processes in the majority of the
OECD countries. Also we can observe a
radical decline in custom duties collection
to the budget what was the result primar-
ily because of lower prices for main export
commodities of Russia such as oil and gas,
and also due to the influence of the geo-
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political factors that led to the reduction
of imports because of sanctions and the
policy of import substitution. It can be ex-
pected that in the short and medium term
period, these trends in the Russian tax pol-
icy, defining the structure of tax revenues
to the consolidated budget will continue.
Secondly, among top challenges of
structural character for the Russian tax
system is the technological weakness of
the country. Therefore the tax policy of the
Russian Federation after 2018 should be
focused on priority of the innovative char-
acter problems solving, including creation
of special tax incentives for financing of
fundamental and applied R&Ds, as well as
for enterprises and clusters, contributing
to the creation of innovative products and
technologies, particularly in the private
sector of the national economy. One of the
good opportunities to do so is to step up
appropriate tax incentives for existing and
newly established special economic zones
and priority development areas, includ-
ing taking into account the prospects for
the implementation of large international
investment and infrastructure projects
such as the “One Belt One Road” initiative
of China (The Silk Road Economic Belt
and the XXI century Maritime Silk Road).
Some regions of the Russian Federation
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Table 3

Budget revenues of the consolidated government of the Russian Federation,
2009-2015 (percent of GDP)

Revenue Years Vector of
2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | changes,
2013-2015
Fiscal burden 31.50| 31.79| 35.15| 33.08| 32.57| 32.57| 30.77 v
(taxes and non-taxes payments)
Tax burden 30.88| 31.12| 34.50| 32.49| 31.80| 31.90| 30.17 v
(tax incomes and payments)
Non- oil and gas tax incomes 22.69] 22.48| 23.75| 22.12| 21.86| 21.72| 22.54 A
Profit tax 326) 3.83| 406 352 292 3.05/ 322 A
Personal income tax 429| 3.87 357 338 352 347| 347 v
Value-added tax 528 540| 581 530/ 498 5.06] 524 A
Social security tax 593] 535| 630 613] 6.61] 646, 698 A
Custom duties 6.52| 6.74] 825 762 700 709 416 A\

Source: Ministry of Finance of the Russian Federation. Available at: http:/ /www.minfin.ru/ru/

documents/ ?id_4=116206.

which already showed good results in its
economic and technological development
in the period, when its implied significant
tax and customs benefits (including Kalin-
ingrad region and some territories of the
Russian Far East) could resume using ex-
panded tax privileges ones more.

Thirdly, the Russian fiscal policy
should maintain the continuity of 2000-
2017 years in types of taxes, their rates and
procedures of collection and control that
has not received serious complaints from
the business community, citizens and gov-
ernment agencies. Of course, the tax sys-
tem of the Russian Federation needs some
changes, but, in our view, the greatest suc-
cesses of it are guaranteed by measures
which could provide the simplification
and de-bureaucratization of the taxation.
Among the administrative procedures
for the collection of taxes should prevail
those, which are most friendly towards
taxpayers and those costs for the budget
are cheaper. In addition, it should consid-
er the interest of the regions of the Russian
Federation to implement their own tax
policy in terms of a number of taxes (in-
cluding PIT and property taxes), the col-
lection of which is under the competence
of local authorities.

And, finally, the improvement of
Russian tax system is impossible without
further development of cooperation be-
tween the Russian Federation and other

national and international institutions
of tax regulation. Active participation of
Russia in implementation of measures
under the auspices of the OECD and the
G20 to combat international tax evasion
and aggressive tax planning undoubted-
ly brings positive results and is expected
to be continued. The priorities in this di-
rection are the creation and further devel-
opment of national legal frameworks for
international information exchange in tax
matters, as well as a phased implementa-
tion of a package of measures identified
in the BEPS Actions Plan (Russia, as it
known, should start to apply the auto-
matic exchange of country-by-country
report in taxation based on the OECD
Convention on Mutual Administrative
Assistance in Tax Matters starting in 2018
as well as should realize the BEPS Ac-
tions Plan also starting in 2018. This is ex-
pected to bring tangible benefits both to
Russian fiscal authorities and to national
tax administrations of other interested
countries.

However, it should be recognized that
with all the desire of the President of the
Russian Federation and the Russian Gov-
ernment to make the Russian tax system
modern, appropriable to the best world
practice and attractive for business and
citizens, just non-tax factors seriously im-
pede that. Nevertheless, if use the confi-
dence and stability, characterized to rela-
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tionship between the State, business and
civil society in tax sphere in the Russian
Federation, to build other interactions in
the national economy and policy space as
well as to use so friendly institutions of
State regulation as the Federal Tax Service
of Russia, it could be possible to achieve
better results and positive changes in oth-
er areas as well.

Conclusion

Based on the foregoing, we can sum-
marize following results relate to de-
velopment of both national tax systems
and national tax policies (including ap-
propriate policy findings for the Russian
Federation):

- the best in modern conditions of the
system of international economic relations
development is such a tax policy, which
is focused on the regulating (stimulating),
and not on the fiscal role of taxes;

- the process of intensive internation-
al cooperation in tax matters which start-

ed just after beginning of the recent global
economic crisis is developing quite suc-
cessful and is involving in its orbit more
and more countries;

- a modern national tax system at the
present time is influenced by a large num-
ber of transformational factors (including
global ones), which are reflected accord-
ingly in the national tax policy;

- tax policy of Russia ahead of the
presidential elections in 2018 and after
them should be continuity to the period
2000-2017 years, considering appropriate
progressive global trends;

- taking into account notable suc-
cesses in the implementation of tax policy
of the Russian Federation in the first and
second decades of the XXI century, includ-
ing the growing character of international
cooperation in tax matters by multilateral
basis under the auspices of the OECD and
G20, indicates that such a practice should
be spread to other spheres of the national
economic policy.

ACKNOWLEDGEMENTS The article was prepared within the project of the Russian
Foundation for Basic Research (RFBR) No. 17-02-00688 “Transformation of Russian
Foreign Economic Policy in a Changing Geopolitics”

BJTATOOAPHOCTM Crarbsi HOArOTOBJIEHA B paMKax IpoekTa Poccurickoro ¢poH-
na dpyHmaMeHTaTbHEIX mccaenopadmy (PODI) Ne 17-02-00688 «Tpancdopmariys
BHEITHEeIKOHOMMYECKOV AesdTe/IbHOCTM Poccuy B MEHSIOIIIXCA TeOIOIUTIYeCKIX

YCIIOBVISIX>»

References

1. Slemrod J. Lessons for Tax Policy in the Great Recession. National Tax Journal, 2009, vol.
LXII, no. 3, pp. 387-397. Available at: http:/ /webuser.bus.umich.edu/jslemrod/Great Reces-

sion.pdf.

2. Brondolo J. Collecting Taxes During an Economic Crisis: Challenges and Policy Options.
IMF Staff Position Note, 2009, July 14. SPN/09/17. 37 p. Available at: https://www.imf.org/

external/pubs/ft/spn/2009/spn0917.pdf.

3. Alworth J., Arachi G. Taxation and the Financial Crisis. Oxford: Oxford University Press,

2012. 321 p.

4. Cottarelly C.; Cottarelli C., Gerson P., Senhadji A. (eds) Post-crisis Fiscal Policy. The MIT

Press, 2014. 576 p.

5. Alesina A., Giavazzi F. Fiscal Policy after the Financial Crisis. Chicago; London: The Uni-

versity of Chicago Press, 2016. 585 p.

6. Martens K., Jakobi A. Mechanisms of OECD Governance: International Incentives for national
Policy-Making? Oxford: Oxford University Press, 2014. 292 p.

7. Christians A. Taxation in a Time of Crisis: Policy Leadership from the OECD to the G20.
Northwestern Journal of Law & Social Policy, 2010, vol. 5, iss. 1, pp. 19-40. Available at: http://
scholarlycommons.law.northwestern.edu/cgi/ viewcontent.cgi?article=1046&context=njlsp.

8. Pogge T., Mehta K. (eds) Global Tax Fairness. Oxford: Oxford University press, 2016. 366 p.
9. Philippopoulos A. Public Sector Economics and the Need for Reform. Cambridge (Mass.), The

MTI Press, 2016. 380 p.

10. Boadway R From Optimal Tax Theory to Tax Policy: Retrospective and Prospective Views.

Cambridge (Mass.), The MTI Press, 2012. 290 p.


http://webuser.bus.umich.edu/jslemrod/Great_Recession.pdf
http://webuser.bus.umich.edu/jslemrod/Great_Recession.pdf
https://www.imf.org/external/pubs/ft/spn/2009/spn0917.pdf
https://www.imf.org/external/pubs/ft/spn/2009/spn0917.pdf
http://scholarlycommons.law.northwestern.edu/cgi/viewcontent.cgi?article=1046&context=njlsp
http://scholarlycommons.law.northwestern.edu/cgi/viewcontent.cgi?article=1046&context=njlsp

Journal of Tax Reform. 2017. T. 3, No 1. C. 29-42 ISSN 2412-8872

11. De Mooij R., Nicodeme G. Taxation and Regulation of the Financial Sector. Cambridge
(Mass.), The MIT Press, 2014. 417 p.

12. Pogorletskiy A., Bashkirova N. The Dynamic of Tax System and Tax Administration
Development in the Russian Federation. Journal of Tax Reform, 2015, no. 1, pp. 4-24.

13.James S., Sawyer A., Budak T. (eds). The Complexity of Tax Simplification: Experiences From
Around the World. London: Palgrave Macmillan, 2016. 273 p.

14. Thiel P., Masters B. Zero to One: Notes on Startups, or How to Build the Future. New York,
Crown Business, 2014. 210 p.

AUTHOR Alexander I. Pogorletskiy — Doctor of Economics, Professor, Faculty of
Economics, Department of World Economy, St. Petersburg State University, St.
Petersburg, Russia (62 Chaykovskogo St., 191123, St. Petersburg, Russia); ORCID:
http:/ /orcid.org/0000-0003-4495-5557; e-mail: a.pogorletskiy@spbu.ru

VHDOPMALVISI Ob ABTOPE Ilocopaeyxuii Asexcandp Veopebuu — IOKTOP KO-
HOMIYIeCKMX HayK, Impodpeccop Kademapbl MMPOBOT SKOHOMUKM 3KOHOMWYECKOTO
daxysprera, CankT-IleTepOyprckuii rocy1apcTBeHHBIVI yHUBepcuTeT, T. CaHKT-
ITetepOypr, Poccus (191123, r. Cankr-IletepOypr, yi1. Yarkosckoro, 62); ORCID:
http:/ /orcid.org/0000-0003-4495-5557; e-mail: a.pogorletskiy@spbu.ru

FOR CITATION Pogorletskiy A. I. Tax policy in the contemporary world:
peculiarities and prospects, implementation in Russia. Journal of Tax Reform, 2017,
vol. 3, no. 1, pp. 29-42. DOI : 10.15826/jtr.2017.3.1.029

OIS OUTUPOBAHWMA Tloropiienxuit A. VI. Hajorosast moimTiKa B COBpeMeH-
HOM MMpe: 0COOeHHOCTH V1 IIepCIIeKTMBEL, peanmsanysi B Poccum / A. V. TToropien-
kunt // Journal of Tax Reform. — 2017. — T. 3, Ne 1. — C. 29-42. — DOI: 10.15826/

jtr.2017.3.1.029

ARTICLE INFO Received February 10, 2017; accepted March 20, 2017

MHD®OPMALWMS O CTATBE [lara nocrymienus 10 despast 2017 r.; naTa npuHs-
s K mevatyt 20 mapra 2017 1.

42


http://orcid.org/0000-0003-4495-5557
http://orcid.org/0000-0003-4495-5557
http://dx.doi.org/10.15826/jtr.2017.3.1.029
http://dx.doi.org/10.15826/jtr.2017.3.1.029
http://dx.doi.org/10.15826/jtr.2017.3.1.029

ISSN 2412-8872 Journal of Tax Reform, 2017, vol. 3, no. 1, pp. 43-51

VK 336.228
DOI 10.15826/jtr.2017.3.1.030

REDISTRIBUTIVE EFFECT OF TAXES AND TRANSFERS:
EVIDENCE FROM CHINA

Liu Baihui
Chinese Academy of Social Science, Beijing, China

ABSTRACT China’s sustained high-speed several-decade-long economic growth
has raised the level of per capita income, but also brought about a serious income
gap. Taxes and public transfers are main policy governmental tools in the process of
redistribution. This paper leads a comprehensive analysis of the impacts of taxes and
transfers on income redistribution using decomposition method and is based on Chi-
na’s Urban Household Survey Data (2002-2009) derived from the National Bureau of
Statistics of China. The empirical results reveal that government’s net transfer reduc-
es urban household’s increasing market income inequality, and the improvement ef-
fect increases with time. Taking a closer look, it shows that both tax and transfer play
positive adjusting roles. Transfer’s contribution is relatively larger, reflected mainly
in the improvement of horizontal equality, while tax’s effect is mainly reflected in
vertical equality. On the whole, the combined redistribution effect of personal income
tax and social insurance expenses from residents to government is positive, and can
play a role in regulating the income redistribution. Endowment insurance, social re-
lief and unemployment insurance reduce inequality in the transfers of government
to residents, even though the last two items’ effects are very weak. In contrast, provi-
dent fund expands income gap. The conclusions reached in this paper will refer to
the refinement of income distribution reform, promotion of tax reform, and improve-
ment of the social security system

KEYWORDS tax revenue and expenditure; income redistribution; vertical equality;
horizontal equality

HIGHLIGHTS

1. The comparative analysis of tax and transfer impact on income redistribution has
been done based on the research of urban households in China in 2002-2009

2. Rising positive impact of net transfers from the budget on the reduction of income
inequality among urban population is demonstrated

3. The impact of transfers on horizontal inequality reduction, and the impact of taxes
on vertical inequality reduction is established

4. The need to continue the tax reform and improve the social security system in order
to reduce the inequality in the income of the population is demonstrated

NEPEPACNPEAENUTENbHBIE 9®®EKTbl HAAOIOB U TPAHCO®EPTOB:
OonbIT KUTAA

JIny banxmy
Kumaiickaa axademus coyuarvnuix nayx, e. [exun, Kuman

AHHOTAIIVS Ycromumssivt m ObBICTpBIVI 9KOHOMMYecKM pocT Kuras B TeueHme
TTOCJTETHYIX JIECATVIIETUVI IIPVIBEJT He TOJIFKO K ITOBBIIIIEHNMIO YPOBHS TOXOIO0B Ha
AyITy HaceJeHWs, HO TakXe ¥ K Cephe3HOMY PasphIBY B JTOXOIaX OT/AETbHBIX Ka-
Teropuy rpaxgaH. OCHOBHBIMM MHCTPYMEHTaMU TOCYHApPCTBEHHOV TIOIUTUKIA
TIlepepacipeesieHs JOXOI0B SIBJISIOTCS HaJIoTV ¥ TpaHCdepTrl. B cTaThe aHanm-
3UpyeTcs VX BAMSHVIE Ha ITepepacIiperiesieHyie ToXofos. Vccmenosanie ITpoBon-
JI0Ch C MCTIOB30BaHMeM MeToa JIeKOMIIO3UIINY Ha OCHOBE JaHHBIX 00csIeToBaHs
roponckmx goMamHux xossacts Kuras B 2002-2009 rr., npencrapiieHHbix Harm-
OHaNTLHBIM O0fopo cTaTmcTVKy Knrtas. DMmmpudecKie pesyabTaThl VCCTIeTOBaHWs
yKa3bpIBalOT Ha TO, YTO YMCTHIE TpaHCcePTH 13 OIofkKeTa COKpaIaloT HepaBeHCTBO
JOXO0B Cpe/iy TOPOACKOro HaceleHMsl, I 3TOT OJIOXMUTeIIbHBIN 3 deKT co Bpe-
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MeHeM Bo3pacraeT. [logpoOHoe M3ydeHMe HJAaHHOIO BOIIpOCA IIOKA3BIBAET, UTO U
HaJIOTW, M TpaHC(EepThl UIPAIOT MO3UTUBHYIO POJIb B KOPPEKTUPOBKE HepaBHO-
MEPHOTO pacIIpenesieHnst JOX0HoB. TpaHcdepTsl BIMSIOT B OCHOBHOM Ha COKpa-
IIeHVe TOPV30HTAIBHOIO HepaBeHCTBA I BHOCST OoJlee 3HAUMTEIILHBIVI BKIIALl B
KOPPEKTUPOBKY CUTYyal[MN, YeM HaJIor', KOTOPbIe IJIaBHBIM 00pa3oM criocobCcTBy-
IOT COKPAIIEHNIO BEePTUKAIBHOIO HepaBeHCTBa. B 11e710M, COBMECTHBIN Ilepepac-
IIpeIeINTeNIbHBIN 3(PQEKT IIePCOHAIFHOTO IIOOXOIHOrO Hajlora W B3HOCOB Ha
COIMAIbHOE CTPaxoBaHMe HOCUT OJIarONpPVSITHBIV XapaKTep M MOXXET VICIIOIB30-
BaTBCS JIVIS TlepepaciipesiesieHns qoxonoB. TpaHcdepTsl pesuIeHTaM U3 rocyaap-
CTBEHHOTO OI0IIXKeTa, CTpaxoBaHIe BKJIaIOB, COIMaIbHAsI IIOMOIIb ¥ CTPaxOBaHVIe
oT 6e3paloTMIIEl TaKKe YMEHBIAIOT HepaBeHCTBO, OJHAKO 3(PdeKT ImOoCIeqHX
IOBYX Mep oueHb cialbii. PesepBHBIVT POHII, HAIIPOTUB, yBeJIMYMBaeT pa3phbiB B
Ioxomax. BBIBOIEI, clejlaHHBIE IO pe3ysIbTaTaM MCCIIeIOBaHMS MOIYT OBITH VC-
[I0JTB30BAHbI IIPM TajIbHEVIIeM pedOpMUPOBAHNY PacCIIpeiesieHns JOXOIO0B 7
IIPOMBVDKEHMUY HAJIOTOBOV PedPOPMBIL, a TaKXKe B COBEPILIEHCTBOBAHII CUCTEMBI CO-
IIMaJIbHOTO oDecIieyeHms

KJTFOUEBBIE CJIOBA Hasiorosble IocTyIUIEHMS. ¥ Pacxofibl; IepepaciipesieieHe
IIOXO/I0B; BePTMKAJIbHOE paBeHCTBO; TOPM30HTAJIbHOE PaBEHCTBO

OCHOBHDBIE ITOJIOKEHW:

1. TIpoBeeH cpaBHUTEILHBIV aHAIN3 BJIMSHWS HaJIOTOB M TpaHCepTOB Ha Iepe-
pacrperiesieHe TOXO/IOB Ha OCHOBE JIAaHHBEIX 00CiIeoBaHVIsA TOPOACKMX JOMAIITHVIX
xozavicT B Kurae 3a 2002-2009 rr.

2. BeisiBJIeHO BO3pacTarollee IOJIOKUTe/IbHOe BIIVSHME YMUCTBIX TpaHcdepTos u3
Oro/mKeTa Ha COKpaltieHre HepaBeHCTBO JIOXOTIOB CPeJIVi TOPOFICKOTO HaceSTeHVIs

3. YcraHoB1eHO BIIMSHVe TpaHCPepTOB Ha COKpallleHVe TOPU30HTaJIbHOTO HepaBeH-
CTBa, a HAJIOTOB Ha COKpallleHVe BepTHUKaIbHOrO HepaBeHCTBa

4. TTokaszaHa HeOOXOIVIMOCTB IIPOIOJDKEHISI HaJIOTOBOVI pe(pOPMBI 1 COBEPIIIEHCTBO-
BaHWS CHUCTEMBI COIVIaJIbHOTO 0DecITeueHms C 1eJTbl0 COKpaIlleHVs pas3phiBa B T0XO0-
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Introduction

While raising per capita income lev-
els, China’s sustained high-speed eco-
nomic growth for several decades has also
brought a serious income gap. Especially
after 2008, the social contradictions caused
by income distribution have amplified
further under the influence of the finan-
cial crisis, which occurred in many areas
of economy and society, and has become
one of the key problems in sustainable de-
velopment. The whole society has reached
a critical stage of breaking up income gap
and unfair income distribution.

In fact, the Chinese government has
made great endeavor in exploring the es-
tablishment of policies promoting social
equity in the past 10 years. At the same
time, however, it should also be noticed
that the disputes over distribution ineg-
uity are getting stronger. While continu-
ing to promote the perfection of redistri-
bution system, two questions have to be
answered. The first is how to evaluate
the redistribution role of current Chinese
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government’s revenue and expenditure
system, and the second is how big is a
role that each distribution instrument has
played. The answers can not only verify
the role of Chinese government in adjust-
ing social income distribution and making
up the defects of the market, but can also
provide the basis for mutual matching
and comprehensive development of rel-
evant policies in practice.

Compared with similar works focus-
ing on China, this paper has the follow-
ing contributions. First, it tries to break
through the barriers of considering redis-
tribution of policies separately, and mea-
sure the effect of a package of policies to-
gether. Second, in order to arrive at a more
comprehensive and in-depth conclusion,
it compares the effects of each of the poli-
cies taking interactions among different
policies into account.

Literature Review

Studies on redistribution effect of gov-
ernment revenue and expenditure starts
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from progressivity of income tax, and can
be retrieved to R. A. Musgrave and T. Thin
[1], where income elasticity of tax burden
or taxable income are used as the index of
progressivity measure. In the late 1970s, a
group of scholars constructed a single nu-
merical index based on the Lorenz curve,
which was used to measure the overall
progressivity of a tax system [2; 3]. In the
1980s, schorlars advocated a more detailed
analysis of the data so that policymakers
could be well aware of the situations faced
by various income groups in the distribu-
tion [4]. Since coordinate values on the Lo-
renz curve are based on samples, Lorenz
advantage test is introduced to determine
the significance of differences between
different curves [5].

However, the progressive indica-
tors mentioned above are closely related
to vertical equity. Since Feldstein intro-
duced the concept of horizontal equity
in 1976, scholars have tried to break up
the redistribution effect by decompose-
ing horizontal equity from vertical equity
and this exploration goes through the
three phases. The first is APK decomposi-
tion, which mixes horizontal and vertical
equity by focusing only on relative sort-
ing changes without limiting the income
groups [6-8]. The second phase is AJL
decomposition, which decomposes the
redistribution effect into vertical equity,
horizontal equity, and reranking effect by
separating horizontal effect from vertical
effect [9; 10]. The third phase is the UL
method, by which the AJL decomposi-
tion method is amended to relax the hy-
pothesis of inter-group and intra-group
reordering problem [11]. The redistribu-
tion effect can then be completely de-
composed into vertical effect, horizontal
effect and reordering effect. Based on the
evolution of the above theoretical model,
many issues on public revenue and ex-
penditure have been analyzed [12-17].

There is a wide range of polices used
to regulate income distribution, which
are often associated with each other. In
the comprehensive assessment of the set
of fiscal revenue and expenditure policies
impact on income distribution, an addi-
tional interaction between the policies
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should be taken into account. In the early
days it is typical to add different order of
policies, but the subjective order selec-
tion will affect the result. One solution is
judging policy contribution by breaking
down the net budget effect, but it must
be based on the absence of a reordering
effect [18]. In order to correct the devia-
tions of estimated results caused by re-
ordering, Duclos computes the results of
each possible sort using the sequential
method, but he still can not give the defi-
nite answer [19]. Urban uses a “micro-ap-
proach” to solve this problem: people are
grouped by income, and after the exami-
nation of the difference in tax burden and
transfer payment, an integration between
groups is achieved [20].

In the existing works about China,
redistribution effects of important gov-
ernment revenue and expenditure as-
pects are examined, but the representa-
tive empirical articles only decompose
the differences of Gini coefficients before
and after taxation based on “effective
progression”. In terms of government
expenditure, analyses mainly focus on
medical and health financing, urban
subsistence allowances, and so on. Since
the problems discussed are singular, the
methods used are MT index decompo-
sition, Theil index decomposition, etc.,
and they can’t achieve a thorough de-
composition of inequality. In general,
there are no results in literature on the
overall inspection of the redistribution
effect of China’s fiscal revenue and ex-
penditure policies.

Research Method

Decomposition of Redistribution
Effect of Tax and Transfer. The rela-
tionship between the progressive index
K and the redistribution effect V can be
expressed as?,

t
V.= K.,
T 1—t T
e M
E 14e F

! Due to the limited space, the specific proof
of the process is omitted here, which interested
readers can obtain from the author.
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In which
M

Hx

M

Hy

t= and e=
are the average transfer rate of household
transfer expenditure and income respec-
tively.

Same as the derivation of (1), the net
income redistribution effect can be writ-
ten as,

t e
N=1+e—t T+e—t @
In which
t
1+e—t 1+e—t

represent the contribution of taxation and
transfer payments to redistribution re-
spectively. Through (2), we can measure
the different degrees of importance of
taxation and transfer in income redistri-
bution.

Merging (1) and (2), the following
equation can be get,

1t
S lte-t " ©)

Therefore, Vi can be calculated by Vr
and Vi, but not their weighted average.

The Redistributive Effect of Single
Policy. In a separate measure of the role of
a policy, the redistribution effect consists
of vertical redistribution and reordering
effects. For each tax and transfer policy, it
can be expressed as,

8

1-g

J. R. Aronson, P. Johnson and
P. J. Lambert (1994) improve equation (4),
and decompose the redistribution effect
into horizontal fairness, vertical fairness
and sorting effect [10].

RE — VA]L _ HA]L _ RA]L. (5)

This method needs to break down the
data into several equal income groups,
and therefore does not take into account
the reordering effect within group R"¢
and between groups R*C. In view of this,
I. Urban, P. J. Lambert (2008) [11], I. Urban
(2010) [20] proposed UL decomposition

1+e
1+e—t

N E*

RE= P —(Gy —Cy)=V*-R". @
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method on the basis of improving the de-
composition method in (5).

RE=V" - H" - RX, (6)

The meaning of R¥ in (6) is the same as
in (4). Besides,

VUL — VA]L +RBG,
HUL — VA]L _ RWG,

R¥ =R +R" +R"°.

Data Description and Processing

Data description. The data used in
this paper is derived from the National
Bureau of Urban Household Survey
(UHS) (2002-2009) of the National Bu-
reau of Statistics of China. This survey
covers all provinces in China, using strat-
ified sampling to obtain samples, and has
the longest investigation period and larg-
est sample compared to other domestic
data. All samples are rotated by 1/3 each
year and have a detailed record of the
household membership composition and
the amount of income and expenditure.
Table 1 lists the basic statistics of main
variables?.

Data Processing. After the series of
indicators comparison and data integra-
tion, the correspondence between rev-
enue and expenditure indicators and in-
formation in the database are established.
The Adult Equivalent Scale factor is also
used in this paper to adjust the size of
family. If the number of adult and child
in a family are N, and N¢ respectively,
this family includes Z=(N,+0N.)’
equivalent families, in which ¢ is con-
sumer demand of child relative to adult,
and 0 is family economies of scale. The
formula assumes that adults and children
in the family are the only non-income fac-
tors that affect demand. This paper uses
the method of J. R. Aronson, P. Johnson
and P. J. Lambert [9], A. Wagstaff et al.
[14] to set the relationship between pa-
rameters as

1
:e:—‘
¢ 2

2 Due to space limitation, detailed data on
tax and transfer are omitted. Readers who are
interested in this can obtain from the author.
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Empirical Results

Redistribution Effects of Govern-
ment Net Income and Expenditure and
it’'s Decomposition. The measurement
of the redistribution effect of fiscal net
income and expenditure can compre-
hensively reflect the impact of current
government revenue and expenditure
policies on income distribution, and can
facilitate the formation of the overall

evaluation. On the basis of total effect
calculating, this paper decomposes it into
two aspects: the influence of taxation and
the effect of transfer payment. The main
results are shown in Table 2. The follow-
ing conclusions can be drawn from the
empirical results.

First, the Gini coefficient of urban resi-
dents” market income rose from 0.3888 in
2002 to 0.4207 in 2009, which showed an

Table 1

Statistical description of key indicators

Year | Sample| Marketincme Tax Transfer Net income

size mean |variance| mean

variance | mean |variance| mean |variance

2002 | 12813| 15053.5| 8662.8 856.7

12449| 31241 5361.3| 14297.1| 8093.6

2003 | 14288| 157459| 9864.2| 1037.7

1556.1) 3102.7| 5426.1| 14827.8] 90779

2004 | 15505| 18448.1| 11612.4| 1337.0

1964.7| 37247| 6497.1| 17242.8| 10 665.6

2005 | 16 648| 20384.6| 12834.6| 1550.7

22825 4330.5| 7265.6] 18985.0/ 11804.5

2006 | 16831| 22904.7| 142142| 18474

26703 4765.7| 7824.2| 21244.8| 12991.1

2007 | 16856| 25765.0/ 15363.8] 2119.0

2964.8| 5461.8| 9071.0| 23732.6| 13 998.3

2008 | 16856| 27315.6| 17238.1| 2190.0

3243.7| 57623 9638.7| 25336.6| 15748.1

2009 | 16856| 31351.0, 18804.8) 2974.8

3899.6| 6865.8| 11349.2| 28 631.3| 17 024.1

Table 2

Redistribution Effects of Government Net Income and Expenditure
and it’s Decomposition

Indicators 2002 2003 2004 2005 2006 | 2007 | 2008 2009

Net Income(N =T - B)
Gini Coefficient before 0.3888| 0.4021| 0.4028| 0.4136| 0.4116| 0.4072| 0.4255| 0.4207
Transfer
Gini Coefficient after 0.3041| 0.3224| 0.3192| 0.3207| 0.3200| 0.3151| 0.3235| 0.3146
Transfer
Redistribution Effect 0.0846| 0.0797| 0.0836| 0.0930| 0.0916| 0.0921| 0.1020| 0.1061

% 21.77) 19.82| 20.75| 2248 22.25| 22.62| 2398 25.22
Average Tax Rate -0.1516| -0.1298| -0.1194| -0.1339| -0.1182| -0.1160| -0.1303 | -0.1319

Contribution of Govern- 0.1542| 0.1423
ment Net Expenditure VN

0.1493| 0.1623| 0.1555| 0.1619| 0.1761| 0.1896

Contribution of Tax 0.0040| 0.0048| 0.0059| 0.0069| 0.0074| 0.0061| 0.0055| 0.0043
% 2.62 3.35 3.98 4.25 4.78 3.77 3.12 2.28
Contribution of Govern- 0.1501| 0.1375| 0.1433| 0.1554| 0.1481| 0.1558| 0.1706| 0.1853
ment Subsidy
% 97.38| 96.65| 96.02| 95.75| 95.22| 96.23| 96.88| 97.72
Vertical Equality 0.1464| 0.1332] 0.1379| 0.1508| 0.1488| 0.1548| 0.1543| 0.1839
% 173.02| 167.09| 164.96| 162.20| 162.47| 168.07| 151.20| 173.30
Horizontal Equality -0.0078| -0.0091| -0.0114| -0.0115| -0.0067 | -0.0070| -0.0218| -0.0057
% -9.17| -11.39| -13.69| -12.37| -7.32| -7.64| -21.39| -5.38
Reordering Effect 0.0695| 0.0625| 0.0657| 0.0693| 0.0639| 0.0697| 0.0741| 0.0835
% 82.18| 78.48| 78.64| 7457 69.79) 75.70] 7259| 78.68
Tax T
Gini Coefficient before 0.3888| 0.4021| 0.4028| 0.4136| 0.4116| 0.4072| 0.4255| 0.4207
Transfer
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End of the table 2
Indicators 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009
Gini Coefficient after 0.3856| 0.3986| 0.3983| 0.4081| 0.4058| 0.4032| 0.4222| 0.4191
Transfer
Redistribution Effect 0.0031| 0.0035| 0.0045| 0.0055| 0.0058| 0.0040| 0.0033| 0.0016
% 0.81 0.88 1.12 1.33 1.42 0.98 0.77 0.39
Average Tax Rate 0.0685| 0.0778| 0.0852| 0.0928| 0.0972| 0.1009| 0.0984| 0.1167
k index of tax P, 0.0678| 0.0692| 0.0780| 0.0843| 0.0855| 0.0675| 0.0631| 0.0419
Contribution of total 0.0050| 0.0058| 0.0073| 0.0086| 0.0092| 0.0076| 0.0069| 0.0055
expenditure V¥
Vertical Equality V" 0.0067| 0.0083| 0.0093| 0.0091| 0.0104| 0.0086| 0.0070| 0.0072
% 213.60| 235.60| 205.72| 165.00| 177.64| 215.67| 214.84| 440.80
Horizontal Equality H" 0.0017| 0.0025| 0.0020| 0.0005| 0.0012| 0.0010| 0.0001| 0.0017
% 54.30| 69.72| 44.53 8.67| 20.19| 25.64 3.44| 102.14
Reordering Effect R¥ 0.0019| 0.0023| 0.0028| 0.0031| 0.0034| 0.0036| 0.0036| 0.0039
% 59.30| 65.88) 61.20| 56.32| 57.45| 90.03| 111.41| 238.66
Transfer B
Gini Coefficient before 0.3888| 0.4021| 0.4028| 0.4136| 0.4116| 0.4072| 0.4207| 0.4207
Transfer
Gini Coefficient after 0.3080| 0.3270| 0.3248| 0.3277| 0.3277| 0.3205| 0.3187| 0.3187
Transfer
Redistribution Effect 0.0808| 0.0751| 0.0780| 0.0859| 0.0839| 0.0868| 0.1021| 0.1021
% 20.78| 18.68| 19.35| 20.77| 20.38) 21.31| 24.26| 24.26
Average Tax Rate 0.2201| 0.2075| 0.2046| 0.2267| 0.2153| 0.2169| 0.2486| 0.2486
k index of transfer 0.5021| 0.4911| 0.5179| 0.4901| 0.4964| 0.5158| 0.5078| 0.5078
Contribution of transfer 0.1417| 0.1286| 0.1332| 0.1436| 0.1362| 0.1429| 0.1680| 0.1680
Vertical Equality 0.0072| 0.0200| 0.0158| 0.0202| 0.0167| 0.0095| 0.0059| 0.0059
% 3.46| 10.69 8.14 9.73 8.18 4.47 2.43 243
Horizontal Equity -0.1345| -0.1087| -0.1175| -0.1234| -0.1196| -0.1333| -0.1621| -0.1621
% -166.54| -144.67| -150.67| -143.68| -142.52| -153.68| -158.80| -158.80
Reordering Effect 0.0609| 0.0535| 0.0553| 0.0577| 0.0523| 0.0561| 0.0659| 0.0659
% 75.44| 71.26| 70.89] 67.20] 6239 64.65| 64.58 64.58

upward trend. This suggests that the de-
gree of income inequality determined by
the market is gradually widening.

Second, about 11.67 % of the market
income is used for tax in 2009, and trans-
fer equivalent to 24.86 % of market in-
come. The government’s net income and
expenditure are significantly narrowing
the income gap each year. By 2009, the
government reduces 25.22 % of the in-
come gap. The Gini coefficient after net
transfer is lower than the national over-
all level, indicating that the urban pop-
ulation income inequality is relatively
weak.

Third, the decomposition of the re-
distribution effect of government net
revenue and expenditure shows that
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vertical equity improvement plays the
main role, accounting for more than
150 %. Most of the improvements in
horizontal and vertical equity of the net
income and expenditure are from the
role of transfer, and the contribution
is above 95 %. In 2004, the proportion
reached 97.72 %.

Fourth, the progressivity of the total
taxation increases and then decreases,
which affects the tax income redistribu-
tion effect. The decomposition shows
that vertical equity plays the main role,
accounting for more than 150% each
year. Relatively speaking, the progres-
sivity of transfer is increasing, mainly
reflected in the promotion of horizontal
equity.
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Redistribution Effects of Different
Government Incomes and Expenditures

Expenditures from Residents to
Government. In terms of residents’
spending to government, income tax and
four social security projects were selected
(pension expenditure, medical insurance
expenditure, unemployment insurance,
provident fund). The results show that
the redistribution effect of individual
pension expenditure is negative, and the
negative impact in 2006 is exacerbated,
which may be due to the changes in the
way and proportion of individual ac-
counts payment implemented on Janu-
ary 1 of that year’. The contribution of
personal medical insurance expenditure
to income redistribution is negative, and
there is an increasing trend every year.
This shows that the setting of premium
payment is widening the income gap to
a certain extent, and is not conducive to
improving the income distribution in the
two most important elements of the so-
cial insurance system. The contribution
of personal income tax and provident
fund to redistribution is positive, and the
role is expanding over time. The impact
of unemployment insurance on income
redistribution is relatively weak.

On the whole, the combined redistri-
bution effect of personal income tax and
social insurance expenses from residents
to government is positive, and can play a
role in regulating the income redistribu-
tion. From the changing trend, the role
of household expenditure in improving
income distribution is first expanded and
then narrowed, with a turning point at the
year 2006.

Transfers from Government to Resi-
dents. The role of pension in adjusting
income distribution is relatively stronger
in the transfers from government to resi-
dents. Although the main function of un-
employment insurance, social relief and
other projects is to adjust distribution and
help low-income people, their role is very

* From January 1, 2006, the size of personal
accounts was adjusted to 8 % of wage from 11 %,
all formed by personal payment, and unit pay-
ment is no longer included in the personal ac-
count.
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weak, which might be because few urban
workers can satisfy the standards of social
relief, and the usage of unemployment
insurance is limited by many restrictions,
such as unemployment registration and
payment for at least one year.

The redistribution function of pen-
sion basically maintains a rising tendency.
Social relief shows a clear jump in 2008,
which is related to the obvious increase
of the minimum living guarantee expen-
diture and frequent natural disasters. But
the role of unemployment insurance con-
tinues to decline, the provident fund’s ad-
justment in most years has been negative.
This reflects that the functions of a series
of fiscal policies have not been fully imple-
mented yet, and there is still much room
for adjustment.

Conclusions

The results of this paper reveal that the
role of government net transfer in income
distribution is gradually increasing facing
the widening income gap among urban
residents. In 2009, 25.22 % of the income
gap reduced, which is mainly reflected in
vertical equity adjustment. Although both
transfers and taxes play a positive role,
their contributions present great dispari-
ties. Transfers take up more than 95 % of
the whole effects. In the expenditure of
residents to government, the redistribu-
tion effects of pension and medical insur-
ance expenses are negative. However, the
redistribution effects of personal income
tax and provident fund are obvious., Only
the pension has a clear redistribution ef-
fect in the transfers of government to the
residents. Based on the above conclusions,
China’s redistribution policies still have
adjustment spaces in the following areas.

First, the redistribution function of
tax system needs to be strengthened fur-
ther. On the one hand, as one of the main
tools of regulating income distribution,
personal income tax’s tax base should
gradually shift from “income’ to “wealth”.
Only when the comprehensive income
tax system is built can we touch the core
of income distribution and strengthen the
adjustment. Of course, this needs to be es-
tablished on the basis of tax collection and
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management improvement. On the other
hand, one should explore the income dis-
tribution function of value-added tax, cor-
porate income tax, property tax and other
major taxes, and implement social justice
into tax reform standards.

Second, the primary feature of social
insurance is mutual aid, and different
policies can play a positive or negative
redistribution effect in terms of premium
raising and compensation. Progressive

payment ratio based on income or wealth
can be developed to improve social insur-
ance fund raising system and create great-
er space for the improvement of social in-
surance redistribution function.

Finally, transfer methods such as so-
cial relief, unemployment insurance, have
clear redistribution functions. The orien-
tation to the ‘bottom of social protecting
net” should be strengthened to adjust the
structure and improve the aspects.
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ABSTRACT The author analyzes the USSR monetary practices and policies during
the period of monetary taxes revival, which was the primary foundation for USSR
tax and industrialization financial budget. The research was done by analyzing tax
reforms in the works of Russian leading scientists of the NEP period: M. I. Bogole-
pov, N. P. Bryukhanov, P. P. Hensel, I. M. Kulisher, F. A. Menkov, P. V. Mikeladze,
L. I. Reingold, L. I. Sokolnikov, V. N. Tverdokhlebov, L. N. Yurovsky. The author
demonstrates that tax revival was entirely determined by the state of financial man-
agement in the country after the collapse of the Soviet Russia military communism
period. The application of such tax tools as replacement of surplus-appropriation
with the natural tax; introduction of the first nationwide monetary tax — tax on
trade in the form of patent and equalization charges, the income tax on companies’
revenues, excises is described in detail. The author concludes that Soviet Russia
was creating its financial management for industrialization, which was matching
the historical task of the ruling party — to build socialism. The revival of the mon-
etary tax system started with tough and plain from the construction point of view
direct and indirect tax forms. However, the elasticity of the first monetary taxes
provided the budget with essential tax income in a short period. The analyzed re-
sults of 1921-1924 tax policy and practice allowed to demonstrate their relevance
for solving urge economic problems of modern Russia. Tax building experience of
the USSR is similar to the Russian Federation reindustrialization tasks (IT technolo-
gies). Relevant tax policies and practices of the NEP period allow to indicate certain
aspects of modern tax policy and practice adaptation to the formation of internal in-
vestment sources in the period of transition to technological and innovative model
of Russian economy

KEYWORDS Fiscal policy, money taxes, inflation, taxation principles, direct
taxes, excise taxes, tax design, industrialization, reindustrialization (IT), fiscal
efficiency

HIGHLIGHTS

1. Tax revival was entirely determined by the state of financial management in Soviet
Russia after the collapse of the military communism period

2. The revival of the monetary tax system started with tough and plain tax forms from
the construction point of view

3. Soviet Russia was creating its financial management for industrialization based on
the tax tools of the twenties of the last century

4. The experience of 1921-1924 tax policy and practice might be relevant to solve
some urge economic problems of modern Russia
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HANOTOBAfl MOAUTUKA U NPAKTUKA BO3POXKAEHUA
AEHEXHbIX HAAOIOB B COBETCKOU POCCUMU (1921-1924)
N UX AKTYAABHOCTb

B. M. Ilymkapesa

Urncmumym sxoHomMuku u npednpurumamesscméa,

2. Mock8a, Poccus

AHHOTAIMSI B cratbe aHa/mM3mpyroTcs oauTrka u npaxrrka Coserckort Poccym
(CCCP) B mepuon, BO3pOXKIEHVS IeHEXHBIX HAJIOTOB. DTO IIOCIIYXXWIO (yHIaMeH-
TOM JTsI HaJIOTOBOTO OfofKeTa 1 (PMHAHCOBBIX PeCypPcoB B XOJIe VHIYCTPUaI3aIiii
CCCP. ViccitemopaHye pOBOAMIOCh Ha OCHOBe aHaIM3a HaJIOTOBBIX pedopM, Mpef-
CTaBJIEHHOTO B TPyJaX BeIyIX y9eHbIX Poccuy meprofia HOBOVI 3KOHOMITIECKOV
nommtukm: M. V1. Borosneniosa, M. I'. bponckoro, H. I1. Bproxanosa, I1. I1. I'ersens,
V. M. Kymmepa, @. A. Menbkosa, IT. B. Muxkenapse, V1. V1. Pertaronepa, I'. 1. Co-
KonpHMKOBa, B. H. TBepmoxitebosa, J1. H. IOposckoro. B pabote mmoxasbiBaeTcsi, 4To
BO3POXK[IeHVIe HaJIOTOB ITOCTIe Kpaxa Hastorosovt cvicteMel B CoeTckoit Poccv epvio-
Jla BOGHHOI'O KOMMYHW3Ma BCelleJI0 OIIpeiesIsiIoCh COCTOSHYIEM JIeHeXKHOTO XO35VICTBa
crpassL. [TogpobHo ormckiBaeTcs IpYMeHeH Ve TaKVX HaJIoTOBBIX IHCTPYMEHTOB, KaK
3aMeHa ITPOJIOBOJILCTBEHHOV Pa3BePCTKM HaTy paTbHBIM HaJIOTOM; BBeJIeHVie IIePBOro
o0I11erocy1apcTBeHHOTO JIeHeXXHOTO Hajlora (IIpOMBICJIOBOTO HaJlora B BUje IaTeHT-
HOTO U ypaBHUTETLHOTO cOOPOB); BBefieHIe TIOJTOXOIHO-TTOMMYIIIeCTBeHHOT0 HajloTa,
TIOTOXOJTHOTO HaJIora OT MPMOBIIVI TPEATIPUSATI U aKI30B. B pesynbTaTe mcciemo-
BaHUe, CleJlaHbl BEIBOBI 0 TOM, uTo B 1920-e rr. XX B. Coserckas Poccus cospasaia
duHaHCOBYIO CICTeMY IUTS MH/TY CTpUaIM3aIiiy CTPaHbl, 9TO COOTBETCTBOBAJIO VICTO-
PpUYecKoVt 3amave TIpaBsAIIel TapTui — CTPOUTEITLCTBO colmasm3Ma. Boccrarosrie-
HVe JIeHeXXHOV HaJIOTOBOVI CUCTeMbl Ha4aJIoCh C TOUKM 3peHNsl KOHCTPYKLIWM C TPY-
OBIX ¥ TPUMUTMBHEIX TTPSIMBIX U KOCBEHHBIX (hopM Hastoros. OHaKo 371acTIIHOCTD
TIepBBIX JeHeXHBIX HajIoTOB MpuHecsa OIO/KeTy B KOPOTKMe CPOKV HeoOXOiyMble
10x0f1bL. PaccMoTpeHHBIe MTOIM HaJIOTOBOV ITOJIMTYKM U ITpakTuky 1921-1924 rr. o-
3BOJTVIV 00O03HAYNTH MX aKTyaJlbHOCTE JUTS pellleHnsi Oe30TrIaraTesTbHBIX ITpobiemM
SKOHOMUMKM coBpemeHHOM Poccrnt. OmbiT Hastorosoro crpoutenbersa B CCCP co3y-
ueH 3aradaMm Poccuiickon @epeparim 1o perHgycrpranmsanym (IT-rexsomormm).
AKTyarTbHOCTh HaJIOTOBOVI TTOJWTUKM U TIPAKTUKM COBETCKOTO ITeprofa TI03BOIsIeT
0003HAUNTD OITpesieleHHbIe acTIeKThI a/TanTalliil COBPEeMEeHHOV HajIoTOBOVI TIOJTTH-
KM 1 IIPaKTUKM K POPMIPOBAHNIO BHY TPEHHIX VCTOUHMKOB MHBECTULINI ITPY I1epe-
xofe Poccuyt K TeXHOTOTVIMeCKOV! U IHHOBAITVIOHHOV MOJIeN VI SKOHOMUKIA

KIJTFOUEBBIE CJIOBA HasioroBasi noimTHKa, [I€HEXHBIE HaJIOrV, WHQIIAINS,
IIPVHIVIIE HAJIOTOOOJIOKEHVIS, IIPSIMble HaJIOIV, aKIIV3bl, KOHCTPYKIIVS HaJIora, MH-
nycrpuanmsanys, pevHaycrpraamsanys (IT), dprckaiabHasg IpOgyKTUBHOCT

OCHOBHBIE ITOJIO>KEHWM ST

1. Bo3po’keHve HAJIOTOB IIOC/Ie KpaxXa HaJIOTOBOVI CYICTEMEI IIep1ofia BOEHHOI'O KOM-
MYHM3Ma OIIpefIeIsyIoCh COCTOsTHMEM JleHeXKHOTo xo3sivicTea CoeTckont Poccym

2. BoccraHOBIIeHVIE JeHEKXHOVI HaJIOTOBOVI CUICTEMBI HAYaJIOCh C TPYOBIX W IIPVIMM-
TUBHBIX C TOYKV 3peHNS KOHCTPYKIVM POpM HaJIOTOB

3. Ha ocHoBe HaJIOroBbIX MHCTPyMeHTOB B 20-e IT. Irpouwioro crojieTus B CoBeTckom
Poccmm ObU1a cozmaHa PMHAHCOBAS OCHOBA VH/TY CTPUaIM3aLIVIN

4. OnbIT HAJIOTOBOVI ITOJIMTUKM M TTPakTUKy 1921-1924 rr. MoXxeT OBITB MCIIOJIB30BaH
IS pertieHyst Oe30T/IaraTelIbHbIX IIPo0JIeM S5KOHOMIMKM coBpeMeHHOo Poccum

The revival of taxes in Soviet Russia
after the collapse of the tax system in the
period of military communism was en-
tirely determined by the state of the mon-
etary system of the country as an external
factor. On the other hand, the tax system
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in the same quality influenced the mon-
etary sphere. The tasks of the NEP tax
and monetary policy, as in no other pe-
riod of Russian history, could be solved
effectively only in mutual connection and
conditionality.
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The hyperinflationary state of the
money economy in the RSFSR for a long
time, beginning in 1918, was a powerful
brake in the restoration of the national
economy, tax system, and state budget.
Prof. F. A. Menkov, assessing the financial
activities of the Soviet government, be-
lieved that excessive issue of paper money
led to a complete breakdown of public fi-
nance and the entire economic life. “The
improvement of monetary circulation is
possible via the balance of government
expenses and revenues. Only taxes can be
the largest government income under cur-
rent conditions” [1, p. 63].

People’s Commissar of Finance
G. Ya. Sokolnikov, realizing the state of af-
fairs, set the task “...to build some tax sys-
tem in the shortest possible time... to avoid
the complete collapse of the monetary sys-
tem...” [2, p. 117].

G. Ya. Sokolnikov linked the transi-
tion entirely to the monetary levying of
agricultural taxes with the possibility of
completing the monetary reform in his
report “Program of Financial Recovery”
at the 3rd session of the Central Executive
Committee of the USSR on 9/11/1923: “In
connection with the transition of a single
agricultural tax to money, there is a pos-
sibility of ending the monetary reform”
[3, p. 151].

G. Ya. Sokolnikov stressed that the
monetary reform was prepared by two
years of budgetary and taxation work in
his report “How to Consolidate the Mon-
etary Reform” at the financial meeting on
June 2, 1924.

With the completion of the mon-
etary reform, the monetary system was
restored, which could ensure the receipt
of taxes to the budget in hard currency,
having provided stability to the budget-
ary system of the USSR. A. M. Gordin
gave a final assessment of the tax and
monetary reforms: “It was the calcula-
tion for the health-improving effect of
the monetary reform which let start its
implementation with an unavoidable
budget deficit. In 1922/23 — the treasury
issue accounted for 26.9 % of the state in-
come, 1923/24 — 5.5 %. This was one of
the biggest achievements not only for the
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budget, but also for the whole economy
of the Union” [4, p. 222].

“Severe  and  straightforward”
N. P. Bryukhanov continued the tax
system formation started by G. Ya. So-
kolnikov. He wrote in 1927, “that the
principles of building a tax system and
taxation apparatus were established
from 1921 to 1923..." [5, p. 5]. If in 1921
the task was to survive and save the new
system, then in 1926-1927, it was neces-
sary to urgently seek budget revenues
in order to provide financing for indus-
trialization. In both cases, there was the
same question from the point of view of
the Soviet party leadership: “To be or
not to be socialism in the USSR”?

The tax instrument (tax in kind) was
the first and the only correct, which initiat-
ed restoration of the financial system, that
played a decisive role as the “link through
which the whole chain could be pulled
out”, restore the country’s economy and
prove the viability of Soviet Power. The
new radical decree on the replacement of
the food surplus with a natural tax was
issued on March 21, 1921. In accordance
with the resolution of Party Congress X,
unlimited surplus-appropriation was
replaced by a solid tax — tax in kind. It
made almost a half of the surplus-stock.
The abolition of surplus-appropriation
and the introduction of tax in kind opened
the way for trade development, which
was the centripetal force for restoring the
national economy of the country.

Prof. L. N. Yurovsky made the po-
litical and economic assessment of tax in
kind introduction. “The turn from mili-
tary communism began after 1921 ... with
the replacement of surplus-appropriation
with tax in kind. This replacement meant
recognition of peasant’s private prop-
erty on the products of their labor, and
at the same time their right to offer these
products on the market” [6, p. 178]. Rec-
ognition of private property was a fun-
damental departure from the previously
adopted documents on universalization
of the economy.

The ratio of direct and indirect taxes is
one of the scientific principles of tax sys-
tem building. Prof. P. P. Hansel wrote that
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in NEP conditions preference had to be
given to indirect taxes.

The emphasis on indirect taxes was
made due to the lack of conditions for di-
rect taxation development. P. P. Hansel
wrote that “the more dispersed the na-
tional income is, the more inevitable is the
role of indirect taxation, which is inevi-
table for the USSR — because coverage of
broad masses by direct taxation is difficult
to achieve in practice” [7, p.103]. G. Ya. So-
kolnikov was forced to admit that “we ran
ahead in the area of direct taxation”. In-
stead of “destroying indirect taxes”, as So-
viet authorities believed, they had to step
back from the Party principles and follow
the path of indirect taxation due to severe
financial circumstances.

“The research of the first period of fi-
nancial economy restoration demonstrates
how plain and tough this work was, es-
pecially at the first stages. But one must
admit that ... it was necessary to build ...
from scratch ... in 1921, not only the taxa-
tion apparatus did not exist, but also the
national economic objects, which could be
subject to taxation, were just outlined. The
national economy, perhaps on four-fifths
as far back as 1922, remained natural. The
financial economy was at least half natu-
ral, because it was based on natural tax”
[6, p. 196-197].

The restoration of the monetary sys-
tem began with rough (indicative) and
primitive (simplified) in terms of the
construction, direct and indirect forms of
taxes. There were good reasons for this.
“Choosing these tough forms in the field
of direct and excise taxation is not acciden-
tal and is caused by the entire situation in
economy and taxation abilities of the pop-
ulation at that time” [8, p. 98]. “Weak ad-
justment of the pay machine and complete
lack of data to determine the taxability of
various categories of taxpayers makes one
turn to very primitive methods of taxa-
tion” [9, p. 34].

On the other hand, the elasticity of the
first money taxes brought much needed
tax revenues to the budget in a short pe-
riod. “The most tough tax, levied on all
population groups, was still better than
emission tax...” [8, p. 98].
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By the decree of the All-Russian Cen-
tral Executive Committee of July 26, 1921,
the first nation-wide money tax was tax
on trade, “in an apparently rude form,
which corresponded to the commercial
and industrial activity that began in 1921”
[1, p. 63]. Tax on trade was introduced
on the turnover of private industrial and
commercial enterprises, and later state en-
terprises.

In comparison with new taxes, for
instance income and property tax, there
were no any special problems to levy tax
on trade, because it had been habitual to
pay in Tsarist Russia since 1898. But this
did not apply to state enterprises which
referred that it does not make sense to
transfer money from one state pocket to
another. “In 1921 tax on trade was 49 %,
excise tax was 2.4 %, local taxes were
42.1 % in the total amount of tax revenue”
[9, p. 42-43].

Changes of 1922-1923 were aimed
at improving the construction of tax on
trade, overcoming the difficulties in de-
termining company turnover, problems
of trusts, syndicates, mixed societies, etc.
taxation. Since 1923, not only commercial
and industrial enterprises and establish-
ments have been imposed by commer-
cial taxes, but also single-hand crafts and
trade classes were indicated in the special
list. Because of the complex construction
of the tax, consisting of two separate parts,
tax calculation was also carried out sepa-
rately: payment for the patent fee and the
rate of equalization were set.

Patent fee was levied on issuing a pat-
ent for the right to commercial and indus-
trial activity. The price of the patent was
determined by the category and location
of the enterprise. Trade enterprises were
divided into five categories, industrial —
into 12. The price of the patent for each
category was differentiated by company’s
location: there were Moscow and five ter-
ritorial belts outside of Moscow. The first
belt included Leningrad, Kharkov, Kiev,
Odessa and Rostov-on-Don.

The second part of the commercial tax
is equalization fee, which was levied once
per half a year on the turnover of the en-
terprise for the previous half a year. There
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were 11 recognized types of turnover de-
pending on the enterprise character.

Initially, the normal rate of equaliza-
tion was 3 % of turnover and the same for
the local budget. Circular of July 25, 1923
by People’s Commissariat of Finance sim-
plified tax on trade, which by establishing
a differential equalization fee. The detailed
classification of commercial and industrial
enterprises was developed with respect to
the percentage of their equalization taxa-
tion. The rate of differential equalization
was established for wholesale trade, retail
and petty trade. The wholesale trade was
taxed approximately 50 % lower than re-
tail and petty; The prevailing salary for
the first was 1 % of turnover, for the sec-
ond — 1.5 % [10, p. 39-40].

Due to the imperfection of equalization
fee calculation and as a result of tax inspec-
tors” authority abuse (they were arbitrarily
increasing the sum of equalization fee) the
phenomenon of one company multiple
taxation occurred. On January 18, 1923, the
USSR Council of People’s Commissars is-
sued the Decree on the Provisional Rules
of Taxation for the equalization of state
trusts, syndicates and combines, joint-
stock and mixed companies, mutual credit
societies, banks and cooperative unions, at
the request of state industrial enterprises,
which partially solved the problem of mul-
tiple taxation. The provisional rules were
in effect until 1925/26. Changes in taxation
on trade were followed by the increase of
its role in state budget income. In 1923/24,
according to M. P. Bryukhanov, the share
of tax on trade in direct taxes was 27.6 %
(the second in rank after agricultural tax)
[11, p. 32-33]. The decree of the All-Rus-
sian Central Executive Committee and the
Council of People’s Commissars on Febru-
ary 11, 1922 introduced a civil tax such as
the per capita tax levied in Tsarist Russia
before abolition of serfdom. The tax rates
were roughly differentiated depending on
payer’s social affiliation: 50 kopecks (for
workers and employees up to grade 9),
1 rub. (for other workers and employees)
and 1 rub. 50 kopecks for all other citizens.
This was the initial form of personal money
tax, which was levied twice in 1921 on the
adult able-bodied population. “In financial
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terms, it was very productive, because it
gave 10 million rubles in gold in less than
one year. Despite the rough form of this
taxation (though it is not worse than tax on
salt and some excises), its success cannot
be denied, especially since its universality
caused increased demand for money in
large mass of the peasant population and
thereby contributed to the temporary con-
solidation of Soviet Power” [9, p. 34].

With the abolition of civil taxes by
Decree in November 16, 1922, income
and property tax was introduced on city
residents and legal entities of a commer-
cial and industrial nature, with the excep-
tion for state and cooperative companies
cancelling general tax at the same time.
The new regulation on income and prop-
erty taxation of November 12, 1923, sig-
nificantly restructured it. Taking the new
regulation into consideration income and
property tax substituted labor tax, the gen-
eral tax on high salary rates. The tax was
unified and simplified, which led to the
improvement of the taxation techniques.
The taxation was differentiated depend-
ing on tax payer’s category: 1) taxation on
wage labor; 2) taxation on independent
farms; 3) taxation of persons owning inde-
pendent companies and capitals.

Income — property tax by decree on
November 12, 1923 was built on the sys-
tem of bit-and-pay taxes similar to Prus-
sian class tax. The tax rate was composed
of a solid and additional salary. The addi-
tional salary meant that the tax would be
progressive and this progression would
primarily affect the well-off strata of the
population. The allocation of three catego-
ries of taxpayers was thought out and jus-
tified in accordance with the principle of
universality in taxation. G. Ya. Sokolnikov
declared in the Report at the Third Ses-
sion of the Central Election Commission
on November 9, 1923: “It’s impossible to
levy it (income and property tax. — V. P.)
only on the bourgeoisie... Therefore, The
Council of People’s Commissars made a
decision that tax payers are both persons
having wage labor as the source of exis-
tence, and persons who earn their liveli-
hood from independent economy and
labor” [3, p. 151]. Paying income and
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property tax by the working class was the
sign of justice towards peasants, who paid
agricultural tax. The new tax structure
was significantly improved, especially as
a result of the introduction of solid and
additional salaries system.

But it was far from perfection: in prac-
tice, the payers’ income was established
neither according to average norms, nor
on the basis of checking declarations,
which was foreseen by class income tax;
an unjustifiably high scale of taxation was
established for legal entities.

The method of additional property
taxation was poorly justified, and there
were no prerequisites for a normal prop-
erty tax at that time, therefore, the taxation
was quite arbitrary. In general, the scale of
taxation itself was characterized by high
rates. In conditions when the tax authori-
ties were not technically prepared to levy
such a complex system as the general tax,
and tax payers did not reach that level of
consciousness and upbringing to honestly
declare their true incomes, moderate rates
were needed. Such conclusions on the
imperfection of the income-property tax
were made in 1924 by P. P. Hansel. The
Decree of December 12, 1923 abolished the
mandatory submission of declarations for
most taxpayers because of its inefficiency:
“The declaration is submitted twice, the
examination of the declaration is a compli-
cated matter. The first are being checked
during half a year, and the others for the
second half of the year are already coming,.
Other taxes, more complex (commercial
tax, agricultural tax) are associated with
an even greater time spending” [12, p. 43].

In 1923, the income tax was intro-
duced at the rate of 10 %, and then 20 %
share of enterprises profits.

When constructing the income and
property tax the prerequisite was the prin-
ciple of certainty in taxation: “The tax from
September 1923 is 1 % per of 150-200 ru-
bles income, 12 % per 4000 rubles. (The es-
tablishment of rates in gold (gold rub.)) —
is a significant advance over the method in
the first half of 1923, because now the pay-
er knows in advance how much he should
pay and whether he is able to reduce all
his receipts to gold rubles” [12, p. 42]. In
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1924 the income and property tax was re-
formed into income tax [13, p. 45].

“Direct taxes, including income tax
after World War I, took the dominant po-
sition in the tax system of Western coun-
tries. Income taxation “justified” itself in
all countries, revealing an amazing elastic-
ity. Never in history, had its rates reached
such heights as in England and the United
States. Neither the increase in rates was re-
markable, nor thatits revenues grew almost
proportionally to these increases, reaching
$ 800 million in America, and in England
to 399 million pounds in 1921-1922. This
elasticity is a huge fiscal advantage of income
taxation compared to consumption taxes (high-
lighted in italics by V. P.)” [14, p. 77].

Unlike Western countries, a limited
basis for taxable income was a serious ob-
stacle to the development of income taxa-
tion in the USSR. Despite this, the USSR
People’s Commissariat of Finance gave
a very promising assessment of income
and property tax in 1924: “In 1924 rev-
enues of income and property tax grow,
so it is already becoming one of the most
serious foundations of our state budget”
[15, p. 202].

E. M. Kulisher considered that the
most important event in the tax sphere in
1923 was the establishment of a single ag-
ricultural tax by Decree of May 10, 1923.
Agricultural tax was imposed on the peas-
antry, which was % of the population of
the USSR at that time. Replacing the natu-
ral tax with a single agricultural tax is an
important step towards simplifying the
tax system. The importance of simplify-
ing the tax on the peasantry was in the fact
that all direct taxes on the peasantry were
replaced by a single tax. Universalization
of agricultural tax simplified the way of
paying taxes in the countryside, but on
the other hand, it required raising the pro-
fessional level of tax authorities and the
will of the state. L. I. Rheingold briefly and
capacitively estimated the importance of
single agricultural tax: “In the history of
taxes, it is hardly possible to find another
example of such a vivid implementation
of the class principle” [16, p. 125].

The position of an unattainable leader
in direct taxation was kept by single ag-
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ricultural tax only for two budget years
(1923/24, 1924/25), in 1925-1926 it was
“caught up” by commercial tax.

In 1923, rental tax was introduced
from new direct taxes, which did not
bring the expected income and was ex-
cluded from the classification of the state
revenues of the USSR.

The Decree of November 11, 1922,
established the collection of tax on inheri-
tances and donations from January 1, 1923.
Inheritance in accordance with the USSR
Civil Code was allowed both by law and
by will, but was limited to direct descen-
dants (children, grandchildren and great-
grandchildren) and a surviving spouse of
the deceased, and also disabled and indi-
gent persons actually in full support of the
deceased at least one year before death. If
the total value of the inheritance (after de-
ducting documented debts, etc.) exceeded
10,000 gold. rubles, then all the surplus
passed to the state; the inheritance accord-
ing to the will could be transferred to the
state; the share of the heir who renounced
the inheritance, and all escheated property
passed to the state. Due to strict inheritance
restrictions in the USSR, the hereditary tax
didn’t have fiscal significance.

Indirect taxation began with the in-
troduction of excise duty on grape and
other wines. With the introduction of the
excise on wine, alcohol and spirits in 1922,
state revenue from food grew to such an
extent that they immediately took the first
place in the excise income of the unified
state budget of the USSR in 1923-1924. In
1923-1924, the share of the excise tax on
food was 17.2 % [11, p. 32-33].

Other basic excises (from alcohol, salt,
oil products, beer, shells, sugar, tea and
coffee, yeast and candles) were put into ef-
fect during 1922. The isadvantages of the
indirect taxation system were corrected by
a more intensive taxation on items of suf-
ficient consumption.

Excise on tobacco and linen products
was established by Decree of the Council
of People’s Commissars on 21 November
1921. In 1923 the excise tax on tobacco
products underwent a change: it came
back returned to the former form of ex-
cise on finished products from the taxa-
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tion of raw materials. Then, a system of a
medium-duty excise was established for
a pound of tobacco and a thousand ciga-
rettes. At the end of 1924 the Decree of
the Central Executive Committee and the
Council of People’s Commissars dated Oc-
tober 3, 1924 abolished the average excise
duty due to the objections of the tobacco
industry. The system of the average excise
tax prevented the production of different
types of tobacco products. Simultaneously
with the cancellation of the medium-term
excise tax, the marginal prices for tobacco
products were introduced. Revenues from
tobacco excise increased by 2.2 times in
1924-1925, compared with the previous
year, and their share in income from indi-
rect taxation reached 11.2 %, yielding only
excise on food and sugar [11, p. 32-33].
The growth of excise income in general,
which was observed in the 1920s, was due
not only to the maximum taxation rates,
but also to the significant dynamics in ex-
cisable goods consumption, including to-
bacco products.

Excise on salt is an old and “popular”
indirect tax in Western countries and Rus-
sia, which once gave large revenues to the
treasury. Salt excise in France was intro-
duced in 1345, the excise tax on salt was
constantly raised in England from the first
half of the 18th century, until its abolition
in 1825. In 1868 salt tax was 6.8 % of the
total amount of indirect taxes in Tsarist
Russia. In 1880 salt tax was abolished. The
famine of 1891-1992 forced the Ministry of
Finance to even raise the issue of canceled
taxes, including salt tax, but the State
Council did not approve such a decision
of the Ministry of Finance.

By Decree of February 23, 1922, af-
ter a 40-year hiatus, the excise tax on salt
was restored, which covered the widest
sections of the population, including the
peasantry. According to L.I. Rheingold,
the share of excise tax on salt was 13.9 %
in the total amount of excise income in
1922/23 fiscal year, this is the fourth place
after excise taxes on sugar, drinks and
tobacco products [16, p. 144]. The excise
on salt was abolished in April 1, 1927 by
the Decree of the USSR Central Executive
Committee.
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The excise on oil products was estab-
lished by a Decree on March 9, 1922. Oil,
kerosene, carbide and lubricating oils
were subject to taxation. Natural crude oil
and opaque oil products were free from
excise. The excise was paid in cash for the
release of products outside the factory,
and in Baku, Batum and Grozny — for the
release beyond the respective oil regions.
Oil products imported from abroad were
imposed in excess of the customs duty.

I. I. Rheingold estimated the role of
petroleum excise in the total income from
indirect taxation at 10.5 % in 1922/23,
which indicated its importance [16, p. 145]

The excise tax on sugar was estab-
lished by the Decree in April 21, 1922, a
clear dividing line in the taxation of sugar
was drawn between private and public
sectors of the economy. The grace period
was granted only to state enterprises. In
1922/23, excise tax on sugar was the first
in rank among other excises, its share was
21.7 % [16, p. 144]. In connection with
this I. I. Rheingold noted a low level of
sugar consumption in Soviet Russia in
comparison with Western countries. Es-
pecially little sugar was consumed in the
countryside, where the normal consump-
tion of sugar meant that the family lived
in abundance. In some cases, sugar in the
countryside was a luxury item. And in
these conditions, sugar was still a product
of export abroad. The size of the excise tax
on sugar as an object of mass consumption
highlighted the extreme financial needs of
the Soviet state.

Since 1923, the government of the
USSR began to vigorously improve excise
taxation, which continued until the tax re-
form in1930. The problem of excise taxes
was constantly discussed by the lead-
ing scientists of the country P. P. Hansel,
P. V. Mikeladze, M. G. Bronsky, L. I. Rein-
gold, I. M. Kulisher. The political nature of
the issue made it so relevant. How to en-
sure a symbiosis of indirect taxes and the
construction of socialism, without depart-
ing from the class principles and provid-
ing them with more than 60% of the rev-
enues of the USSR budget? The flexibility
of excise policy and its, “fiscal productiv-
ity” (P. P. Hensel) in many respects were
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due to the degree of application of differ-
entiated rates. Excise rates were set either
on the unit of the object of taxation, or as
a percentage of the price of the excisable
product. Only the first method was used
in the USSR in the 1920s. For example,
4 rubles. per a pood of sugar, 22 kopecks.
per a pood of salt.

In the 1920s differentiated rates of
excise taxation were widely used in the
USSR. Differentiated rates were estab-
lished in excises on alcoholic beverages,
tea, tobacco and textiles. The principle of
rates differentiation achieves fiscal results,
if this differentiation is carried out accord-
ing to grades or prices of excisable goods.
The experience of the USSR on the intro-
duction of differentiated excise rates stat-
ed to use in the excise policy of the West.

The new 19* type of indirect tax in the
USSR was the excise tax on textiles. The
excise on textile products was first intro-
duced by Decree in February 28, 1923. Ex-
cise was imposed on yarn, silk and semi-
silk fabrics, imported yarn and fabrics,
and articles made of them.

In terms of “fiscal productivity”, the
excise tax on textile products in 1923-1924
occupied the third place, giving the way to
excise on food and sugar. But from 1924-
1925 and through 1927-1928, the fiscal ef-
fect decreased to 6.3-6.4-6.1 % in the to-
tal amount of excises, though at the same
time it was stable.

A new period of development of the
system of excise taxation of textiles begins
in autumn 1924. When problems in textile
industry appeared, the drawbacks in the
excise design became obvious. I. I. Rhe-
ingold wrote in 1930 that the basic ques-
tion “how to levy excise — on yarn or fin-
ished products” had not yet been resolved
[16, p. 159]. Consequently, the textile ex-
cise did not overcome the disadvantages
of its design until the tax reform of 1930,
when all excises collected in the USSR
were converted into the single universal
excise — turnover tax.

The restoration period of the USSR
tax system (1921-1924) consisted of two
stages. The initial stage was from 1921 to
1923. General principles for tax system
construction and tax administration or-
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ganization were established in the period
from the middle of 1921 to 1923.

“In total, there were 25 types of taxes
in effect (except for natural tax) in 1922:
5 were direct taxes, 13 were indirect, and
there were 7 types of duties. Thus, the con-
struction of the tax system was finished in
rough by the end of 1922, the main taxes
were declared” [16, p. 52].

The successful implementation of
tax measures became possible with the
development of the national economy:
“Financial legislation enjoyed growth of
money economy, trade and industry de-
velopment and the beginning of popula-
tion property differentiation in order to
overtake new objects of taxation and more
skillfully approach those objects that had
already managed to get into the sphere of
its attention” [6, p.192].

The work on the formation of the tax
system was conducted with great strain.
In 1922 /23 the tax system underwent seri-
ous changes. P. P. Hansel pointed out “the
amazingly rapid development of our tax
system” [9, p. 16].

M. 1. Bogolepov named the three fac-
tors of increasing tax revenues in 1923.
“First, due to the “natural” growth of
the national economic income, second
and third — due to the improvement of
tax construction and collection machine”
[17, p. 17-18].

L. N. Yurovsky, by careful compari-
son of the tax revenues for the period of
1922/23 and 1926/27 budget years, came
to the conclusion that “it becomes clear
how significant was the step taken during
the initial period of financial sector resto-
ration of” [6, p. 193].

The final stage of the recovery period
one can call 1923/24, when the tax sys-
tem was developed as a system of taxes
and which, in the main, preserved the tax
exemptions of the pre-war system (1914),
but new taxes were already declared and
levied on (in 1914 there was no single agri-
cultural tax in Tsarist Russia, and there was
still no vodka monopoly in Soviet Russia).

“The tax system of the Soviet Union is
becoming now more or less complete. We
have a system, on the one hand, of direct,
on the other — of indirect taxes. Our direct
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taxes provide 55 % of tax revenues. We
came to the system of 4 whales: 4 direct
taxes: single agricultural tax in the coun-
tryside, income and property in the cities,
on trade and rent taxation. Single agricul-
tural tax includes the elements of income
and property tax, on the other hand it in-
cludes an element of rental taxation. There
are elements of income and property taxa-
tion in tax on trade.

So, we have two main types of di-
rect taxation: income and property and
rental. This system of direct taxes is a
great achievement of our revolution”
[15, p. 201-202].

It should be emphasized that the “sys-
tem of direct taxes” at that period in Soviet
Russia corresponded to the world tenden-
cies of increasing the share of direct taxes
in state budget revenues, as V. N. Tver-
dokhlebov wrote in his book “The Newest
Financial Problems (1914-1923)”. Profes-
sor of Moscow University F. A. Menkov,
assessing the results of the recovery pe-
riod, wrote: “The extensive period of taxa-
tion development of the Soviet Power is
over, the period of unification and inten-
sification of the USSR tax system” began
[1, p. 64]. The period of unification and
intensification ended with a radical tax re-
form in September 1930.

The results of tax policy and prac-
tice (1921-1924) allow to identify their
relevance for solving urgent problems of
modern Russia economy.

In the 20" years of the last century, So-
viet Russia created the financial system for
the industrialization of the country, which
corresponded to the historical task of the
ruling party to build socialism.

Modern Russia is once again going
through hard times. The country has to
go through global tests of a historical na-
ture. There are strategic tasks comparable
in scale, complexity and depth with the
distant 20-ies of the XX century. “In the
coming years, our country will have to
carry out a radical renewal of its economic
system, corresponding to those challenges
and changes that are occurring before our
eyes in the world social and economic or-
der” [18, p. 5]. The main internal factor of
recession and stagnation of Russian econ-
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omy is “the exhaustion of the economic
growth model of the 2000s...” [18, p. 7].

In an interview to the Central Tele-
vision of China, Chairman of the Gov-
ernment of the Russian Federation,
D. A. Medvedev stressed that “Russia
entered the period of re-industrialization,
which is connected with the development
of new economy, new industries based
on innovations, on IT technologies”. The
solution of this task requires structural re-
forms primarily in the state (budget) sec-
tor. “Effective fiscal policy (including tax
policy. — V. P.) is an indispensable condi-
tion for the economy to adapt to new reali-
ties” [18, p. 19].

The revival of the tax system of Soviet
Russia was carried out in accordance with
the world-recognized scientific principles
of taxation. The peculiarity was in the fact,
that the Soviet government, when imple-
menting scientific principles, combined
them with a rigid class approach.

Modern tax policy requires adaptation
of scientific principles of taxation to the
conditions of Russian economy reindustri-
alization. Urgency of the social approach in
transition to market economy strengthens
its significance considering the new histori-
cal reality. Social differentiation in Russian
society has reached its critical point. Ac-
cording to the results of the Higher School
of Economics (HSE) study in 2016, the pro-
portion of citizens who do not have enough
money to buy clothing or even food was
estimated at 44 %. The values of the decile
and Gini coefficients as generalizing in-
dicators become the evidence of negative
trends in the social sphere.

Socially differentiated approach to
individual income taxation is a compo-
nent of Russia’s economic policy. It is
necessary to return to the progressive
scale in this area. The discussion on the
flat taxation scale abolition (2001) is of
permanent nature and requires a pro-
gressive solution.

During the restoration of the USSR
tax system there was no Tax Code, but a
legislative base was created. By early 1920
the Presidium of the All-Russian Central
Executive Committee and the Council of
People’s Commissars were vested with
the Legislative Power except for the Con-
gresses of the RCP (B) and the All-Russian
Central Executive Committee. The intro-
duction and abolition of taxes were regu-
lated by decrees of the Soviet government
adapted to the conditions of the financial
and economic instability of the country.

The tax legislation of the Russian Fed-
eration was adopted in December 1991
required adjustments constantly. Many
years work in this area resulted in creation
of the Tax Code of the Russian Federation
(1999 — part1,2001 — part 2)

Throughout the period of the Tax
Code of the Russian Federation existence,
it is accompanied by constant amend-
ments, adjustments, and changes, which
gives an unstable character to the tax sys-
tem of the country and causes discontent
of all participants of the taxation process.
To break negative business expectations
D. A. Medvedev emphasizes the need to
ensure predictability in tax policy.

It is necessary to transform the Tax
Code of the Russian Federation in order to
adapt it to the forthcoming transformation
of the country’s economy. The main result
is the stability of the Tax Code, which will
serve as a reliable basis for tax policy as
an integral part of effective budget policy
formation during the transition to a new
model of the economy.

The thought of prof. L. N. Yurovsky
(1927) is perceived as highly modern: with
the solution of financial problems, “the
issues of rationalization of production,
increase of labor productivity, develop-
ment of export branches of the national
economy, and agriculture as the main one,
will then become even clearer as the main
issues of economic policy” [6, p. 472].
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TpeboBaHUA K cTaTbsiM, NyOAMKYEMbIM B )XypHaAe
Journal of tax reform

Tpeb6oBaHUA K CTPYKTYpe U COAEPXKaHUIO CTaTbU

1. CraTps, npencrasiseMas I Iy OJIMKaIuy, ToJDkHa o0IagaTh HOBU3HOM, OBITH
CaMOCTOSITEIIbHBIM, 3aBEePIIEeHHBIM, XapaKTepU3YIOIIMCS BHYTPEHHNM eIVIHCTBOM VC-
CJIefI0BaHMEM aKTyasIbHOU ITPOOIIEMb, CBSI3aHHOVI C HAJIOTOBBIMI pedhopMaMIt Ha MeX-
IYHAapOIHOM M HaIlMIOHAJIBHOM YPOBHSIX.

2. TekcT cTaThy CITelyeT CTPYKTYPHO pa30uBaTh Ha pas/iersl C 3aT0JI0BKaMU, OTpa-
JKaroIye:
aKTyaJIbHOCTb TEMBI MCCIIeIOBAHVIS,
CTeTIeHb M3Y4eHHOCTV U TTPOPaboTaHHOCTY TTPOOIeMET;
TpeyIaraeéMble MEeTOIBI, TTOJIXOMIbI U X OPUTMHAIBHOCTD;
aHaJIV3 IOy YeHHBIX Pe3yJIbTaTOB;

® OCHOBHBIE BBIBOJIBI, 00OOIIIAIOINE TIOJTyYeHHbIe HayUHbIe pe3yJIbTaThl, a TAKKe
o0o03HavaroIIe HallpaBJIeHVs TaIbHEVIIINIX VICCITIEOBAHWIL 110 IIpodIieMe.

3. CraTps OOJDKHA cofeprKaThb WIIIOCTPATVBHBIV MaTepual, ITeMOHCTPUPYIOIIII
Ppe3yJIbTaThl MCCIIeOBaHIL

4. CtaThV IPUHMMAIOTCS TOJIBKO Ha aHIJIUVICKOM SI3BIKE.

MpaBuna opopmMmAaeHUA cTaTbU

1. Texcr craTby HaOMpaeTcs: B TEKCTOBOM pefakrope Microsoft Word m coxpassitot-
cs1 B popmare .docx.

2. ITpu Habope HeOOXOIMMO YUMUTHLIBATE CIIefylolee:

e dopmar jcra — A4;

e mpudr — Times New Roman; pasmep ocHoBHOro Tekcra — 14 nr., Bcriomora-
TeJIPHOTO (aHHOTALINsI, KJTIOUeBble CJI0Ba, TabJINIIbL, pUCYHKY, JInuTeparypa) — 12 oT.;

® MEeXCTPOYHBIVI MHTepBal — OVIHAPHBIV;

e dopmarupoBaHUe — IIO IIUPUHE;

e abzammem orcryn — 1,25 cm;

e 1ojis1 — 20 MM CO Bcex CTOPOH;

e HyMepamys — BHU3Y CTPaHVIIBL

3. O0beM craTtby He MeHee 18-25 cTpanmuil.

4. CraTps HOJDKHA cofiepKaTh CJledylollie 3j1eMeHThl, 0pOpMIIeHHBIEe B COOTBET-
CTBUM ¢ TpeOoBaHMSAMM XypHasia (cM. oOpaser] o(popMIIeHNs CTaTb):

o pramexc YK

® 3arJIaByie CTaThV Ha PyCCKOM ¥ aHTTIMIICKOM S3bIKax;

e yH@OpMaIINio 00 aBTOpe (aX) Ha PyCCKOM ¥ aHIJIMVICKOM SI3BIKaX;

® aHHOTAIIVIO Ha PYCCKOM M aHIJIUVICKOM SI3bIKaX;

e 5-10 KJIIOUeBBIX CJIOB Ha PYCCKOM U aHIJIMIICKOM SI3bIKaX;

® OCHOBHBI€ IT0JIOKEHN CTaThy, KOTOPbIe OTPaXkaloT KJII0UeBble pe3yJIbTaThl CCIle-
ZIOBaHsA, OCHOBHOE CcofiepyKaHVe CTaThV, U3JI0KEHHBIE Te3VCHO U 0(POPMITEHHBIE B BUIIE
3-5 NyHKTOB MapKMPOBaHHOTO CITMCKa;

® CITMCOK WCITOIb30BaHHOV TnTepaTyphl (References);

® CCBUIKM Ha JIMTepaTypy, odopMIeHHble COIIACHO CIMCKY JIMTepaTypbl B KBa-
I paTHBIX CKOOKax.

5. Bce arieMeHTHl, IlepeurnciIieHHbIe B II. 4, YKa3bIBAIOTCS CHavdasla Ha aHIJIMIICKOM
SI3BIKe, a 3aTeM Ha PYCCKOM SI3BIKe.

PekomeHAQUUU NO NOArOTOBKE aHHOTALUU CTaTby
AHHOTaIMs SBJIA€TCS MCTOYHMKOM MHAOPMaN O COfep>KaHWMI CTaTby M M3JI0-
JKEHHBIX B HEVI pe3yJsibTaTax MCCIIeIOBaH.
1. AHHOTAI BBIIOIHSET CIIeyIomye oy HKIIN:
® JaeT BO3MOXHOCTb YCTaHOBUTH OCHOBHOE COflep>KaHWe CTaThbV, OIIpe/le/IUTh ero
PeJIeBaHTHOCTD U PEINT, CJIeflyeT JI1 oOpaIlaThcsi K IIOJITHOMY TeKCTY CTaThbl;

63



Journal of Tax Reform. 2017. T. 3, No 1. C. 63-71 ISSN 2412-8872

e IperocraBisgeT MHAOPMAIIMIO O CTaTbe U YCTpaHseT HeOOXOOVIMOCTb YTEHVS
IIOJTHOTO TeKCTa CTAThW B CIydae, eCJIVI CTaThsl IIpeICTaBIIsieT A1l 9UTaTesIss BTOPOCTe-
TIEHHBIVI THTEPEC;

® VICIIOJIb3yeTcsl B MH(OPMaIIMOHHBIX, B TOM UMCIIe aBTOMaTU3MPOBaHHBIX, CHCTe-
Max IS [IOVICKa HeOOXOOVMBIX cTaTelt 1 MH(OPMaIIVI.

2. AHHOTALIM K CTaThe JOJDKHA OBbITh:

e yH(pOPMaTMUBHOM (He Coflep>kaTh OOIIMX CIIOB);

® OpUIMHAJIbHOV,

® comep)KaTeIbHOV (OTpaKaTh OCHOBHOE COAEep>KaHVe CTaTbV VI pe3ysIbTaTbl VC-
CJIeIIOBaHMII);

® CTPYKTYPMPOBaHHOM (CJIe/I0BaTh JIOTMKE OIVCAHMs Pe3yJIbTaTOB B CTaThe);

® KOMIIaKTHOM (YKJIabIBaThcs B 00beM ot 200 mo 250 cs1oB).

3. AHHOTaIV BKITIOYaeT CJIedyIOIe aclleKThl COIepKaHs CTaThI:

® IIpeqIMeT, ILIeJIb VICCIIeNOBaHMs (YKa3bIBAIOTCS B TOM CIIydae, eCiIi OHV He SICHBI 113
3arIaBuis CTaTbI);

® MeTOJI VJIV METOJIOJIOT IO ITIPOBEIeHNsI PaboTHI (11eJ1ecO00pa3HO OMMCHIBATH B TOM
cIIydae, eciIv OHV OTJIMYAIOTCS HOBU3HOV VUIN IIPECTABIIAIOT MHTEePeC ¢ TOUKIL 3peHvIs
IaHHOV paboThL. B pedeparax craTer:, OIMCHIBAIOMIMX SKCIIEPUIMEHTAIbHbBIE paOOTHL,
YKas3bIBalOT MICTOYHVKM JJaHHBIX M XapaKTep nx o0paboTkm);

® pe3ysIbTaThl PaboThI (OIMCHIBAIOTCS IIpeeIbHO TOYHO U MHpopMaTuBHO. [Tpu-
BOZATCS. OCHOBHBIE TEOpPETWYecKye ¥ KCIIepVMeHTaIbHble pe3ysIbTaTbl, (paKTIdecKie
TlaHHBbIe, OOHApYKeHHBIE B3aVIMOCBSI3M U 3aKOHOMepHOCTH. [Tpu 3ToM oTmaercs mpen-
TIOYTeHVe HOBBIM pe3ysIbTaTaM ¥ JaHHBIM JI0JITOCPOYHOIO 3HaUeHWs, BaKHBIM OTKPBbI-
THSIM, BBIBOJIaM, KOTOPbIe OIIPOBEPTraloT CYIIecTBYIOIIe TeOPUN, a TakKe JTaHHBIM, KO-
TOPBIE, TT0 MHEHMIO aBTOPa, MMEIOT ITPAKTIYeCcKoe 3HaUeHe);

® 00J1acTh IpVIMEHEHs Pe3yIIbTaTOB;

® BBIBOJBI (MOTYT COIIPOBOXKIATHCS pPeKOMeHIAIAMM, OlleHKaMM, IIPeIoKeH sl -
MM, TUIIOTe3aMV, OIVICAHHBIMI B CTAThE).

4. B TeKCTe aHHOTAIIMN CJIeAyeT YIOTPeOIATh CHTaKCYecKie KOHCTPYKLWV, CBOVI-
CTBEHHBIE S3bIKY HAyYHBIX VI TEXHYECKUX JOKYMEHTOB, 1130eraTh CJIOKHBIX IpaMMaTi-
YeCcKMX KOHCTPYKIOMIL. TeKCT JOIDKeH OTIIMYaThCs 9YeTKOCThIO (POPMYIIIPOBOK 1 COIEp-
KaTh TOJILKO 3HAUMMYyI0 MH@opMaryio. CBeleHns, cofep Kallyecs B 3aryIaBUN CTaTb,
He [IOJDKHBI IIOBTOPATHCS B TEKCTe aHHOTAIIMN. B Helt cienyeT IIpUMeHSTh 3HaYMMBbIe
CJIOBA 73 TEKCTA CTAThIA.

PekomMmeHAaaLMU MO BbIOOPY KAIOUEBbIX CAOB

1. KimroueBble cJ10Ba BBIPaXKalOT OCHOBHOE CMBICIIOBOE COflepyKaHIe CTaThby, CIIyXKaT
OPMIEHTVPOM JIJISI YATATEIIS U VICIIOIIB3YIOTCS [JISI TIOVICKA CTATell B JIEKTPOHHBIX Dasax,
TTO3TOMY JIOJDKHBI OTpakaTh AVICIINIUIMHY (0071acTh HayKM, B paMKaxX KOTOPOTT Hallvca-
Ha CTaTksl), TEMY, IIeJTh 1 OOBEKT VcCIIeOBaHMS.

2. B xkayecTBe KITFOUEBBIX CJIOB MOTYT VCIIOJIb30BAThCS KaK OVHOYHBIE CJIOBA, TaK
CJIOBOCOYETAHVSI B €VIHCTBEHHOM YICITe U MIMeHUTelIbHOM mafexe. Kosmdectso cios
BHYTPU KJTIOUeBOV (Ppasbl (CTTOBOCOYETaHM:) MOXeT OBITh He Dortee Tpex.

3. OcHOBHEIE IPUHITUIIBI TTOT00pa KITFOYEBBIX CITOB!

e TpuMeHsIViTe 6a3oBble TEPMUHBI BMecCTe ¢ Ooriee CJIOKHBIMU (OyXTaITePCKUV YUeT
OCHOBHBIX CPeJICTB, Oy XTaJITePCKIIL yUeT, OCHOBHBIE CPECTBa); IIOBTOPLI V1 CMHOHVIMEI (TPY-
30BBIe ITePeBO3KM — TPaHCTIOPTHasI JIOTMCTVIKA, OpTaHM3alIlys TTepeBo30K — JIOTVICTHKA);

® He VICITOJTB3YTATe CITUIITKOM CJIOKHBIE CJIOBa (CJTOBOCOYETaHMsI, B KOTOPBIX ITPUBO-
muTcst OoIbIlle Tpex CJIOB, Yallle BCero MOXKHO pasOWUTh Ha HECKOJIBKO KIIFOUEBBIX CIIOB
(obpaboTka 1 aHaIM3 JaHHBIX — 00pabOTKa JTaHHBIX, aHAJIN3 JIAHHBIX)); CJIOBA B KaBbIY-
kax (OAO «/pkyTcksHepro» — VIpKyTCcKaHepro); csioBa ¢ 3amsTeIMM (paKTOPHI, ompe-
TeTISAIOIINe KadecTBO — (PaKTOPHI KauecTBa, OIperieieHVie KadecTBa);

® KaXK/I0e KIII0YeBOe CJIOBO — 3TO CaMOCTOSTEIIBHBIN IeMeHT. Kirtouesble cj1oBa
IIOJDKHBI IMETh COOCTBEHHOE 3HaUeHe (4eI0BeYeCKIIT KalliTaJl, ero OlleHKa — YeJIoBe-
JecKMVi KaIlnTaJl, OlleHKa JeJIoBeUecKOro KalyTara).
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PekomeHAaUmMK Mo 0pOPMAEHUIO CChINOK Ha UCMIOAb30BaHHYIO AUTEPATYPY

1. Hymepanms B crimcKe JIMTepaTy phl OCYIIeCTBIISIeTCS 110 Mepe IuTupoBanHst. [Tpu
IIOBTOPHOM LUTVIPOBaHMM MCTOYHMKA eMy IIpUCBavBaeTcsi HOMep IepBOHAYaIbHOTO
LUTUPOBaHIS.

2. CcpUIKM Ha VCIIONIb30BaHHYIO JINTEPATyPy HIPMBOMISTCS B TEKCTe B KBaJpaTHBIX
cKoOKax ¢ yKazaHMeM B HUX HOMepa McTouHMKa 110 CIIMCKy MCIIO0JIb30BaHHOM JIUTepa-
TYPBI ¥ CTpaHMIIBI IUTUpPyeMoro dpparmenTa, Hamp.: [5, c. 115].

3. B opurmHaIBEHOV HayIHOM CTaThe HeoOXOIMo yIToMHaHVe He MeHee 25-40 vic-
TOYHWKOB, IMEIOIIVIX aBTOpa, B HaydHOM 0030pe — 50-80, B ToMm umicite He MeHee 50 %
VICTOYHMKOB Ha MHOCTPAaHHOM si3bIKe. PeflakiiMoHHast KoJuIerusi peKoMeH/1yeT IUTUpPO-
BaTh CTAaTbI M3 KYPHaJIOB, KOTOPbIe MHIEKCUPYIOTCS B MEeXKIyHapOIHBIX 0a3ax JaHHBIX
(Scopus, Web of Science).

4. DrIeKTpOHHBIE Pecypchl, B KOTOPBIX He YKa3aH aBTOp MaTepuasla, CTaTUCTIIecKie
cOOPHIKN, HOPMaTUBHO-IIPaBOBbIE aKThl Pa3MeIAIOTCS B IIOCTPAHMYHBIX CHOCKAX 1 B
CIIVICOK VICITOJIb30BaHHOV JITepaTyPhbl He BEIHOCSTCS.

5. CamonuTipoBaHIe aBTOpa AoITycKaeTcs He Oostee 20 % OT KoJIidecTBa MCTOYH-
KoB B covicke. CaMoIMTHpOBaHMe XXypHasIa (CCBUIKV Ha CTaThV M3 JaHHOTO XXypHaJla)
He pexkomeHpyeTcs!!!
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ABSTRACT

The article describes the peculiarities of tax policy implementation in the system of international economic
relations under conditions of contemporary development, characterized by turbulence, unpredictability and
high speed of changes. The author estimates the influence of modern transformational changes on national tax
systems and tax policies of the leading countries of the World, including their adaptation to the so-called “new
normality”, the decline of liberalism and the deceleration of globalization, virtualization of economic activity
and revival of the idea of national identity. Taking into account the impact of the above factors, the author
forecasts a common vector of national tax systems’ development, as well as evaluates inter-state interactions
in tax matters and determines perspectives of tax policy improvement in Russia on the eve of presidential
elections of 2018. The main conclusions are following: 1) in the modern world the best is such a tax policy,
which is focused on the regulating (stimulating), and not on the fiscal role of taxes; 2) the process of intensive
international tax cooperation, which started just after beginning of the recent global economic crisis, is devel-
oping quite successful and it involves more and more interested countries; 3) modern tax systems at the pres-
ent time are influenced by a large number of transformational factors, including global turbulent environment,
which are reflected accordingly in the national tax policy and not always unequivocally positive; 4) tax policy
of the Russian Federation ahead of the presidential elections in 2018 and after them should be continuity to
the period of 20002017 years, considering appropriate progressive global trends

KEYWORDS

International tax cooperation, international tax regulation, Russian tax policy, tax policy, tax regulation, tax
system, tax reform, tax administration

HIGHLIGHTS

1. The process of intensive international tax cooperation, which started just after beginning of the recent
global economic crisis, is developing quite successful and it involves more and more interested countries
2. Modern tax systems at the present time are influenced by a large number of transformational factors,
including global turbulent environment, which are reflected accordingly in the national tax policy and not
always unequivocally positive

3. Tax policy of the Russian Federation ahead of the presidential elections in 2018 and after them should be
continuity to the period of 2000-2017 years, considering appropriate progressive global trends

HAJIOTI'OBASA TIOJIMTUKA B COBPEMEHHOM MHUPE:
OCOBEHHOCTHN N NEPCIIEKTHUBBI, PEAJIN3ALISA B POCCUHN

A. . Iloropaeuxuii

Canxm-Ilemepoypeckuii cocyoapcmeennuiii ynusepcumem, e. Cankm-Ilemep6ype, Poccus
ORCID: http://orcid.org/0000-0003-4495-5557

AHHOTALIUS

B crarbe XapakTepHu3yloTCsi OCOOCHHOCTH Pean3aliy HAJIOTOBOH ITOJUTHKY B CHCTEME MHPOXO3SICTBEH-
HBIX CBsi3ell (BKiouas Poccuro) B yCIOBUSAX MOBBIIICHHOH 5KOHOMHYECKOH TypOylIeHTHOCTH, HEIpenCcKa-
3yeMOCTH 1 OBICTPBIX NepeMeH. OLeHnBaeTCs BIMSHIE TPAHC(HOPMALIIOHHBIX H3MEHEHHIT COBPEMEHHOCTH,
BKJIFOYAIOIIUX NIPUCIOCOOICHUE K TaK HA3bIBAEMOH «HOBOI HOPMAJIbHOCTH», 3aKaTa JMOepaau3Ma U Top-
MOKEHHS IIOOANU3AIMY, BUPTYAIH3alliH XO3SHCTBEHHOI aKTUBHOCTH U BO3POXKICHHS HACH HAIIMOHAIb-
HOH MJIGHTUYHOCTYU Ha HAIMOHAJIbHBIC HAJIOTOBBIE CUCTEMBI U HAJIOTOBYIO MOJUTHKY BEAYIIUX CTPAaH MUpA.
C y4eToM BO3[eHCTBUS MPUBEICHHBIX (DAKTOPOB IPOTHO3UPYETCSI OOMINH BEKTOP Pa3BUTHSI HALIMOHAIBHBIX
HAJIOTOBBIX CHCTEM, a TAKXKe MEKIOCYIapCTBEHHBIX B3aUMOJCICTBHIT B HaJI0ToBO# cdepe, M Onpenemnsiorcs
MEPCIEKTUBbI COBEPIICHCTBOBAHUS HAJIOTOBOM NOMMTHKKM Poccuu B mpeniBepuu Npe3sUJeHTCKUX BIOOPOB
2018 . B pesynbrare nccienoBaHus CACTaHbI CIICTYONINE BHIBOBI: HAWITYUIICH HAJIOTOBOHW ITOJMTHKON B
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COBPEMEHHBIX YCIIOBHSAX PAa3BUTHS CHCTEMbBI MHPOXO3SHCTBEHHBIX CBS3CH SIBIISICTCS ITOJUTHKA, OPUECHTHPO-
BaHHAsl HA PEryJIUPYIOIYI0 (CTUMYIIUPYIONIYIO), @ HE Ha (DUCKAIBHYIO POJIb HAJIOTOB; MPOLECC BCEOObEM-
JIFOIIETO MEXXIYHAPOJHOTO HAJIOTOBOTO COTPYAHHYECTBA, CTAPTOBABIIMI MOC/IC Hadada TI00AaIbHOTO KO-
Homuueckoro kpusuca 2008-2009 rr., pa3BuBaeTcs JOCTATOYHO YCIIEIIHO, BOBJEKas B CBOIO OpOUTY Bce
Oorplee KOIMYECTBO 3aHHTEPECOBAHHBIX CTPAH; COBPEMEHHBIC HAJIOTOBBIE CUCTEMBI B HACTOSAIECE BPeMs
UCIBITHIBAIOT Ha ce0e BIMAHIE OOJBIIOT0 Yrcia (hakTopoB TpaHCHOPMAIIMOHHOTO XapaKTepa, BKIIFoUast TII0-
OaJIbHYI0 S5KOHOMHYECKYIO TypOYJIEHTHOCTb B €€ PA3/IMYHBIX MIPOSBICHUSX, YTO COOTBETCTBYIOIIUM O0Opa-
30M OTpa)kKaeTcs M Ha HAI[MOHAIBHOW HAJIOTOBOI MOJMTHKE, IIPUYEM HE BCEIa MOJIOKHUTEIBHO; HAaIOroBast
nonutuka Poccun 10 npesuaeHTckux BbiOOpoB 2018 I ¥ mocie HUX JTOJDKHA COOTHOCUTBCA € MOJIMTHKOM
2000-2017 rr., y4uThIBast Ip1 3TOM COOTBETCTBYIOILHUE IIPOrPECCUBHBIE MUPOBBIE TEHAEHIIUH.
KJIIOYEBBIE CJIOBA

MexayHapOAHOE HAJIOTOBOE PETryNIHPOBAHUE, MEXIYHAPOAHOE HAJIOIOBOE COTPYAHHUYECTBO, HAIOTOBAs
nonutuka Poccun, Hajoropas MoaMTHKA, HAJIOTOBOE PETyIMPOBAHKE, HAJIOTOBAs CUCTEMA, HAaJIOrOBbIC pe-
(bopMbI, HAJIOrOBOE aMUHUCTPUPOBAHUE

OCHOBHBIE ITIOJIOKEHUS

1. YcraHOBIEHO, YTO MTPOLIECC BCEOOBEMIIIOILETO MEXK/yHAPOJHOIO HAJIOTOBOIO COTPYAHHYECTBA, KOTOPbIH
CTapTOBAJ Cpasy ke MOcie Hadana MIo0AIbHOT0 3KoHOMUUYeckoro kpusuca 2008—2009 rr., pa3BuBaeTcs 10-
CTaToO4HO YCIEIIHO, BOBJIEKasi B CBOIO OPOUTY Bce OOIIbIIIee KOTMIECTBO 3aHHTEPECOBAHHBIX CTPaH

2. OmpezienieHo, 4TO COBPEMEHHbIE HAJIOTOBbIC CHCTEMbl B HACTOSILIMI MOMEHT BPEMEHH HCIIBITBHIBAIOT
Ha cebe BIMSAHUE OONBLIOTO YHcia (hakTOpOB TPAHCHOPMALMOHHOTO XapaKTepa, BKIIOYAs IIOOAIBHYIO
TypOy/IEHTHOCTb B €€ Pa3IMYHBIX NIPOSABICHUSX, YTO COOTBETCTBYIOLIUM 00pPa30M OTPaKaeTCs U B HALUO-
HaJIbHOH HAJIOTOBOH MOJIMTHKE, IPHYEM HE BCETA OJHO3HAYHO MTO3UTHBHO.

3. KoHncrarupoBaHo, 4To HaJoroBas moJiMTHKa Poccuu B mpeniBepun npe3naeHTcKux Bei0opoB 2018 1. u
[IOCJIe HUX JOJDKHA OTJINYAThCs IPEEeMCTBEHHOCTHIO K Iepuoxy 20002017 rr., mpu 3TOM y4HUTHIBas COOT-
BETCTBYIOIIHE IIPOTPECCUBHBIC MUPOBBIC TCHICHIINI

Text. Text!. Text. Text. Text. Text. Text. “Text. Text. Text. Text. Text. Text” [1, p. 389].
Text. Text. Text. Text. Text. Text. Text. Text. Text. Text. Text. Text. Text. Text. Text. Text.
Text. Text. Text [2].

Text. Text. Text. Text. Text. Text. Text. Text. Text. Text. Text. “Text. Text. Text. Text.
Text. Text. Text. Text. Text” [3, p. 13]. Text. Text. Text. Text. Text. Text. Text. Text. Text.
Text. Text. [2]. Text. Text. Text. Text. Text. Text. Text. Text. Text. Text. Text. Text. Text. Text.
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4. The article has to contain the following components drawn up in accordance with
the journal’s requirements (see the sample):

e UDC code;

o title of the article in Russian and English:

e information about the author given both in Russian and English;

e abstract in Russian and English;

e 5-10 key words in Russian and English;

o the highlights of the article reflecting the key results of the study, theses of the
article’s main content, in the form of 3-5 items of the bulleted list;

e the list of references;

o the article should have reference notes given in square brackets provided accord-
ing to the references.

5. All the elements listed in Sec. 4, indicated first in original language of the article,
then in the subsidiary language (articles in Russian - first in Russian and then in English,
and in articles in the English- first in English, and then in Russian).

Guidelines for Abstract writing

An Abstract is a source of information on your paper’s content and findings.

1. An Abstract has the following functions:

e allows readers to identify the basic concept of your paper as well as its relevance
and decide if the full text paper is of interest to them;

e provides information on your paper and makes it unnecessary to read its full text
version if it is of secondary interest to a reader;

e is used in information (including computerized) search systems to find papers and
information.
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2. An Abstract should be:

informative (no general words);

original;

relevant (reflects your paper’s key content and research findings);
structured (follows the logics of results” presentation in the paper);
concise (between 200 and 250 words).

An Abstract should contain the following content aspects:

the statement of the object and purpose of your study;

research methods/methodology;

results observed,;

the sphere of results application;

conclusions drawn from your study.

o the object, topic and purpose of the research (if they are not clear from the title of
the paper);

e the research methods/methodology if they are original or of interest for this par-
ticular research. For papers concerned with experimental work describe your data sourc-
es and data process technique;

e the results of research should be described as precisely and informatively as possi-
ble. Include your key theoretical and experimental results, factual information, revealed
interconnections and patterns. Give special priority to new results and long-term impact
data, important discoveries and verified findings that contradict previous theories as
well as data that you think have practical value.

o the sphere for implementation the results of the research;

e conclusions could be associated with recommendations, estimations, suggestions,
hypotheses described in the paper.

4. Use the language typical of research and technical documents to compile your
abstract and avoid complex grammatical constructions. Information contained in the
title should not be repeated in the abstract. The abstract should be concise and clearl and
reflect only the main information of the original paper. The text of the abstract should
include key words of the paper

o 0o 0 00 Po o o0 0 o0

Guidelines for Keywords

1. Keywords encapsulate the principal topics of the paper. These keywords will be
used for indexing purposes as a guide to search the articles in electronic databases, there-
fore, they should reflect area of science in which the article was written, the subject, the
purpose and object of research

2. The keywords can be used as single words and phrases. Key phrase (phrases)
should contain no more than three words.

3. Basic principles for keyword selection:

e avoid general and plural terms and multiple concepts (avoid, for example, “and”,
“of”).

® be sparing with abbreviations: only abbreviations firmly established in the field
may be eligible. These keywords will be used for indexing purposes.

e each keyword should have its separate meaning.

Guidelines for Reference

1. The list of references should be arranged in the order of the appearance the cita-
tions in the text. In case of repeated citation the number is the same.

2. To associate the list of references with the text of the article, you should include
a reference as a number (running number of the source from the list) and also the page
number in square brackets: [5, c. 115].

3. In the original scientific paper must be not less than 25-40 references, in the scien-
tific review — 50-80 references. The Editorial Board recommends to cite papers indexing
in international databases (Scopus, Web of Science).
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4. The electronic sources without an author, statistic and regulation materials
should not be included in the list of reference, but preferably set as a footnotes at the
end of the page.

5. Author’s self-citations should not exceed 20 % of the number of sources in the list
of references.

Information about the author (s)

1. The information about the authors in Russian and English indicates the fol-
lowing data:

e surname, first name, middle name (in full);

e academic degree, academic title (in full);

e position;

e operating unit (department, chair, institute etc.).

e affiliation (the official name of the organization);

e organization address (including postcode);

e author’s e-mail;

e ORCID (Open Researcher and Contributor ID) (if available).

2. Information for communication with the author (not published in the journal):

e post address for correspondence (with post index);

e phone numbers (office, mobile);

e SPIN-code — personal identification author’s number in the Science Index
(if available).

3. Full name in English is indicated in accordance with its writing at ORCID or previ-
ous publication in foreign journals included in international databases (Scopus, Web of
Science), or as it is indicated in a foreign passport.
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