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Abstract. The upcoming period is marked for Russian tax system with crucial reforms and restructuring. By 2019, the national tax
reform of value added tax (VAT) and insurance premiums is expected to be completed. Three options of the proposed changes
in tax rates will be considered in this article, as well as possible fiscal consequences for the national economy will be calculated.
The purpose of the article is to assess fiscal effect of the three options for tax reform conducted until 2019. Computational-
analytical method was used as the main one. Possible fiscal consequences for the national economy were calculated on the
basis of three options of the proposed changes in tax rates. The study was conducted on the example of four taxes: value added
tax, corporate income tax, personal income tax, and insurance premiums. Based on the calculations, the possible consequences
of changes in tax rates are determined taking into account possible changes in consumer behaviour, systems approach to the
investigation of the tax system, and the appearance of the feedback loop effect.
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Cugoposa O. 1.

OOKTOP €KOHOMIYHMX HayK, OOLEHT, Npodecop genapTaMeHTy NoaaTKoBOI NOMITUKA Ta MUTHO-TapPUHOro perynoBaHHs,
®diHaHcoBWIA YHiBepcuTeT npu Ypsagi PO;

avpekTtop, LieHTp nogaTkoBoi NoniTuKy 1 nogaTKoBoro agMiHicTpyBaHHs, Mocksa, Pocis

TuxoHosa I. B.

KaHanaaT eKOHOMIYHMX HayK, OOLEHT AenapTaMeHTy NoaaTkoBOI NONITUKN Ta MUTHO-TAPUMHOIO PErytoBaHHs,

diHaHcoBwuI yHiBepcuTeT npu Ypsai PO, Mocksa, Pocis

OuiHka chickanbHoro ecekTy BapiaHTiB nogaTtkoBoi pecdopmu B Pocii go 2019 poky

AHoTauif. Pociicbky nogaTkoBy CMCTEMY OMiKYHOTb KapauHaibHi pechopMun 1 pecTpykTypusadis. o 2019 poky nepegbadeHo
3aBepLUeHHs HaujioHanbHOI nogaTkoBoi pedopmn B YacTuHi MOB i cTpaxoBux BHECKIB. Y cTaTTi pO3risHYTO TpU BapiaHTu
nepepbayvyBaHNX 3MiH NOLATKOBUX CTaBOK i pPO3pax0BaHO MOXMUBI (iCKanbHi Hacnigky Ons eKOHOMIKM KpaiHu. B skocTi
OCHOBHOIO METOAY 3aCTOCOBaHO PO3paxyHKOBO-aHaNiTUYHM. Ha OCHOBI TpbOX BapiaHTiB nepegbadvyBaHUX 3MiH NoOAaTKOBUX
CTaBOK pPO3paxoBaHO MOXNUBI picKasbHi HacnigKu onst eKOHOMIKM KpaiHu. Jocnig)keHHs npoBegeHo Ha NpUKNagi YoTMpPbOX
nopatkiB: mogaTkKy Ha JogaHy BapTiCTb, NodaTky Ha NpuOYTOK opraHisauiin, nogaTtky Ha Aoxoam (isuyHMX ocib Ta CTpaxoBmx
BHECKIiB. BM3Ha4yeHO MOXnMBI Hacnigkn B pe3ynbtaTti 3MiHW NOAATKOBMX CTABOK 3 ypaxyBaHHSM MOXX/IMBOI 3MiHU MOBELiHKM
CMOXMBaYiB, CUCTEMHOIO Migxony A0 [OCNIAKEHHS NOAATKOBOI CUCTEMU 1 BUHUKHEHHST epeKTy NET/i 3BOPOTHOrO 3B’A3KY.
KniouoBi cnoBa: nogatkoBa pedopma; NO4ATOK; NOJATOK Ha [oAaHy BapTiCTb; MOAATOK Ha NMpuMOYTOK OpraHisauiin; nogaTok
Ha goxoamn isnmyHuX ocib; CTpaxoBi BHECKW; CUCTEMHUI NigXid; NOBefiHKa CNoXKMBaYiB; NeTns 3BOPOTHOMO 3B’A3KY; POCiicbka
nogaTkoBa nonitTuka.

Cupgoposa E. 0.

OOKTOP 3KOHOMMUYECKMX HayK, [OLEHT, Npodeccop AenapTaMeHTa HanoroBow NOANTUKA 1

TaMOXXeHHO-TapudHOro perynuposaHus, PrHaHCOoBbIN yHUBepcuTeT npu MNpasutensctee P®;

avpekTtop, LieHTp Hanoroson NoANTMKIM 1 HANOroBOro agMMHUCTPUpoBaHus, Mockea, Poccus

TuxoHoBa A. B.

KaHanaaT 3KOHOMUYECKMX HayK, OOLIEHT AenapTaMeHTa HafloroBOn NOMNTUKN U TAMOXXEHHO-TapUHOro perynmpoBaHus,
durHaHcoBbIN yHMBepcuTteT npu MNMpasutensctee PO, Mocksa, Poccus

OueHka ¢uckanbHoro adcekra BapuaHToB Hanorosomn pecgopmbl B Poccun go 2019 roga

AHHOTaumA. POCCUINCKYIO HasloroByl0 CUCTEMY OXUAAIOT KapguHanbHble pedopMbl 1 pecTpykTypusaums. K 2019 rogy
npeanonaraeTcs 3aBepLleHne HaunoHanbHon Hanorosow pedopmbl B 4actu HOAC n cTpaxoBbix B3HOCOB. B gaHHON cTaTbe
paccMOTpeHbl TpW BapuaHTa npeanonaraeMbiXx W3MEHEHWIA HanoroBblX CTABOK W paccyuTaHbl BO3MOXHble (UCKasbHbIE
NOCNeacTBns Ans SKOHOMUKW CTpaHbl. B KayecTBe OCHOBHOro MeTofa NPUMEHSNICA pacHeTHO-aHanMTu4Yeckuin. Ha ocHose
Tpex BapuaHTOoB npegnosiaraeMblX U3MEHEHWN HanoroBblX CTaBOK paccy/TaHbl BO3MOXHblE (DUCKasbHbIE MOCNEACTBUS ANst
9KOHOMUKW CTpaHbl. ViccnegoBaHue NpoBegeHo Ha NprMepe YeTbIPeX HaNOroB: Hanora Ha fo6aBneHHy CTOMMOCTb, Hanora
Ha NpubbINb OpraHM3auuii, Hanora Ha [oxoAbl MU3NYECKMX NNL, U CTPaxoBbiX B3HOCOB. Ha ocHoBe MpoBefdeHHbIX pacyeToB
onpepgeneHbl BO3MOXHbIE MOCNEACTBUS B pe3yNbTaTe N3MEHEHWS HanoroBblX CTaBOK, C YYETOM BO3MOXXHOMO W3MEHEHUSI
nosefeHust noTpeduTeneli, CUCTEMHOro NOAxoAa K UCCNE[oBaHUIO HaNoOroBOW CUCTEMbl U BO3HUKHOBEHWS addekTa netnm
obparHon CBA3MN.

KnroueBble cnoBa: Hanorosas peopma; Hanor; Hanor Ha fo6aBneHHY0 CTOUMOCTb; HANOr Ha NPUObINb OpraHU3aLmnii; Hanor Ha
noxofabl h3nHeCcKnX 1L, CTpaxoBble B3HOCI; CUCTEMHbIN MOLXO0R; NoBegeHne notpeduTenent; aeKT NeTm obpaTHom CBA3N;
poccuiickas Hanorosasi NoMTUKa.
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1. Introduction

The upcoming three-year period is marked for the Rus-
sian tax system as a period of crucial reforms and restruc-
turing. By 2019 the national tax reform of value-added tax
(hereinafter VAT) and insurance premiums is expected to be
completed. We consider three options of the changes in tax
rates.

Option 1. Compulsory payments to the social insurance
system at the rate of 22% with levying from the entire pay-
roll (cancellation of «thresholds»), increase of the VAT rate to
20%, and abolition of preferential rates in the 10% (hereinaf-
ter «option 1»).

Option 2. Aggregate payments to the social insurance
system at the rate of 21% with levying from the entire pay-
roll (cancellation of «thresholds»), VAT at 21%, and cancella-
tion of preferential rates in the 10% change (hereinafter «op-
tion 2»).

Option 3. Aggregate payments to the social insurance sys-
tem at the rate of 21% with levying from the entire payroll (can-
cellation of «thresholds»), VAT at 20%, while maintaining pre-
ferential rates, applying trade fee in all regions, and raising the
personal income tax to 15% (hereinafter «option 3»).

2. Purpose of the research is to assess the fiscal ef-
fect of three options for tax reform conducted until 2019 in
Russia.

3. Brief Literature Review

The issues of taxation, fiscal policy and reforms are wide-
ly discussed in scholarly research. It is worth to mention the
handbook edited by Greg N. Gregoriou (2007) on policy, prac-
tice, standards, and regulation in international taxation, and
study of public finances by R. Tresch (2014).

The issues of tax and fiscal reforms are investigated in
their different aspects in the researches by A. Keinsley (2016)
for the USA, Z. Yang (2016), and W. Xing & J. Whalley (2014)
for China, J. R. Afonso, E. C. Aratjo & B. G. Fajardo (2016)
for Brazil, K. Gangl, B. Torgler, E. Kirchler & E. Hofmann
(2014) for Austria, P. Semerad (2016) for the Czech Repub-
lic, and I. Hajduchova, M. Sedliacikova & I. Viszlai (2015) for
Slovakia.

4. Results

From the standpoint of theoretical foundation for the cho-
sen forecasting methodology, we accepted the following:

1. When choosing the industries for investigation, the size of
employees’ wages was taken into account.

2. The entities of the industries under investigation are not
paying the trade fee, thus this fiscal payment was excluded
from the calculation of the effectiveness of the third option
of the tax reform.

3. During the calculations, the analysed indicators were in-
dexed for the inflation rate planned for 2017 (4%).

4. Evaluation of tax reform options effectiveness was estima-
ted by the computational-analytical method, used in condi-
tions of multi-optional planned events and insufficient veri-
fiability of data.

The methodology of calculation of the final changes is
based on the following indicators:

1. The change of taxes and fees volume paid by the indus-
try (in %), calculated by the following formula:

Var

Dvt = (1)

* 100,

Vuz016

where Dvt - changes of taxes and fees volume paid by the
industry,

V,» - planned amount of revenues from taxes and fees in
the industry after the tax reform,

V2016 - volume of taxes and fees received (only taxes con-
sidered under this option are taken) for a certain industry in
2016.

2. The share of taxes with the changing tax rates in the
total amount of taxes and fees received for certain industry
(in %), calculated according to the following formula:

Var

Dvt = 100, (&)

d2016

where Dut - changes of taxes and fees volume paid by the
industry,

V,r - planned amount of revenues from taxes and fees for
the industry after the tax reform,

V,2016 - total amount of taxes and fees received from a
certain industry in 2016.

Actual data of the taxes and fees levied into the budget
of Russian Federation in 2016 according to the data of the
Federal Tax Service of Russia was used in the calculation.
The exchange rate of the Central Bank of Russia was used
for transferring results in euro, the period taken is from De-
cember 31, 2016 to January 9, 2017 (63.8111 RUB/EUR).

Thus, according to option 1, due to the payments to the
Pension Fund of Russia (PFR), Social Insurance Fund (SIF),
Federal Compulsory Medical Insurance Fund (FCMIF), total
volume of falling out revenues in the six selected industries
will total for 19.27 billion euro, with the corporate income tax
at 3.86 billion euro; the volume of additional revenues from
VAT, taking into account the changes proposed in option 1,
will amount 55.56 billion euro.

Consequently, the total amount of budget losses will be
17.56 billion euro, or 16.4% of the tax revenues for the indus-
tries selected.

Under the option 2 total volume of fall short revenues for
the selected industries as a result of the changes in the tariffs
of insurance premiums of PFR, SIF, FCMIF would be 21.68 bil-
lion euro, and corporate income tax - 4.34 billion euro; the
volume of additional revenues from VAT would amount up
to 7.15 billion euro. Thus, the total amount of budget losses
would account for 18.87 billion euro, or 17.6% of the tax re-
venue for the industries selected.

The assessment of the cumulative economic effect of op-
tion 3 led us to the following conclusions:

1. The amount of the falling out income for the six industries
analysed due to the payments to PFR, SIF, FCMIF will be
21.68 billion euro.

Tab. 1: Estimated income from payments to Pension Fund of Russia (PFR), Social Insurance Fund (SIF),
Federal Compulsory Medical Insurance Fund (FCMIF), VAT, and corporate income tax in the consolidated budget
of the Russian Federation, million euro (Options 1-3)

Industries Option 1 Option 2 Option 3
Payments Corporate Payments Corporate Payments Personal Corporate
to PFR, VAT income tax to PFR, VAT income tax to PR, VAT income tax | income tax
SIF, FCMIF SIF, FCMIF SIF, FCMIF
Real estate transactions, 12,447.77 | 10,003.76 | 4,049.46 | 11,881.97 | 10,537.89 | 3,936.30 | 11,881.97 | 8,596.00 | 8,487.12| 3,936.30
rentlng and service provision
Manufacturing 11,794.67 10,907.9 | 7,413.919 | 11,258.55 | 1,1485.46 7,306.69 | 11,258.55 | 9,431.10 8,041.82 7,306.69
Public administration and
military security; Compulsory 9.637.506 | 640.8262 -649.858 9,199.44 699.15 -737.47 9,199.44 261.33 6,571.03 -737.47
social security
Transport and communication 7,373.89 | 4,932.502 | 2,422.084 7,038.71 5,199.24 2,355.05 7,038.71 | 4,197.92 5,027.65 2,355.05
Education 6,416.482 | 377.9543 -398.066 6,124.82 414.35 -456.40 6,124.82 130.16 4,374.87 -456.40
Financial activities 5,323.036 | 2,042.266 | 7,344.153 5,081.08 2,158.90 7,295.76 5,081.08 | 1,663.83 3,629.34 7,295.76
Total 52,993.36 |28,905.21 | 20,181.69 | 50,584.57 | 30,494.99 | 19,699.93 | 50,584.57 |24,280.36 | 36,131.83 19,699.93

Source: Calculated by the authors
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2. The drop in income from corporate income tax, produced by
the increase in the costs accepted for calculating this tax in
the form of insurance premiums, will be up to 4.34 billion euro.

3. The volume of additional revenues from the value-added
tax will account for 0.934 billion euro.

4. The volume of additional income from the income tax will
be 6.022 billion euro.

Thus, total budget loss under option 3 will account for
19.06 million euro, or 17.75% of the tax revenue for the indus-
tries selected. Our calculations showed that option 2 would
lead to the biggest loss to the budget.

Further evaluation of the tax reforms efficiency has been
conducted (Table 2).

Tab. 2: Assessment of the effectiveness of tax reform options, %

ECONOMICS AND MANAGEMENT OF NATIONAL ECONOMY

The general trend of changes in tax rates leads to the
following conclusion: predominance of indirect taxation ulti-
mately increases the tax burden on the end user. During the
first phase of implementation of the reform the increase of
indirect taxes has a positive impact on producers, releasing
free cash flows necessary for production development, ma-
king the country economy more attractive for investors.

During tax reforms, two rules of the systems management
theory must be observed:

1. Taxes and taxation is a system, precluding stability and sus-
tainability of its function, and of its elements’ interaction.

2. Within taxation system the effect of the feedback loop
emerges, which can have both positive and negative impact.

The mechanism of balancing
feedback adjusts the difference
between real and desired state of
the system. After two years of the

; Option 1 Option 2 Option 3 f : ;

Industries S T B P e T S test application, the revenues will
Real estate transactions, renting and service provision 88 63 87 63 88 79 be the same as if the.tax rates are
Manufacturing 90 49 90 49 90 59 not changed at all. It will just change
SP(L)JSII;? Sa:ICT:’rilljtratlon and military security; Compulsory 72 50 68 48 81 79 .the ISOUI’Cte t(:)f taxf ;Esyn:ents: fafter

— implementation O e tax rerorm,
Transport and communication 86 63 86 63 88 80 o
Education - 27 68 25 81 75 tax burden W.I|| increase for the end
Financial activities 89 | 73 | 88 | 72 90 87 user (population of the country), but

Notes: * - indicator of effectiveness evaluation shows changes in the volume of taxes and

fees paid by industry (methodology 1).

** - share of taxes with varying tax rates in the total amount of taxes and fees received from

a particular industry (methodology 2).

Source: Calculated by the authors

According to methodology 1, in the tax revenues for sin-
gle industry the most significant reductions in fiscal payments
are in education and public administration, with transport and
communications at the second, real estate transactions, ren-
ting, and service provision at the third, financial activities at
the fourth, and the least losses are in manufacturing - 90%.
Thus, the largest losses will be laid on the industry, whose
goods, products and services are currently levied at a re-
duced tax rate of VAT.

According to the methodology 2, in the percentage of to-
tal tax revenues for single industry the most significant cuts in
volume of fiscal payments showed by education, with manu-
facturing at the second place, public administration at the
third, the fourth place - real estate transactions, renting and
service provision, as well as transport and communications,
financial activities closes up the list. On the one hand, it con-
firms the conclusion we obtained when evaluating the effec-
tiveness of the first method, on the other hand, it shows that
the least profitable, socially oriented and socially significant
industries will suffer the greatest losses.

To assess the possible effects of VAT and insurance pre-
miums tax reform we used a systems approach. Apparently,
the decision to reform the tax system should be based on
a systems approach, which is usually used in management
and systems thinking. The system is considered as a whole
item, and at the same moment as collection of its parts and
relations between those parts. We may claim the following
results of the tax reform effects: possible option changes in
tax rates, considering the parts of the tax reform separate-
ly (Table 3).

Tab.3: Possible impacts of changes in tax rates

Change in tax rates Impacts

the main goal - economic develop-
ment - will not be achieved.

According to M. Weber’s clas-
sification system, the tax autho-
rities identify the behaviour of the
taxpayer-producer of the goods as
goal-oriented behaviour. In particu-
lar, the expectation of certain behaviour from other people,
goal-oriented behaviour, based on understanding, explana-
tion of the motives and intentions of others, suggests the
use of funds saved on taxes for production development.

As proven by the institutional economy, the behaviour
of an individual does not take into account the preferences
of other individuals who may affect his decisions. Often tax-
payer’s behaviour can be classified as opportunistic, where
opportunism is the strongest form of motivation. According
to new institutional economy, opportunism means adhe-
rence to one’s interests including, but not limited to, such
obvious tricks of deception as lies, theft, and fraud. The pur-
pose of the taxpayer’s opportunistic behaviour is to reduce
the tax rate. Therefore, the conflict of interests interferes tax
reform objectives. The main problem is that the state as-
sumes that money released due to the reduction of insu-
rance payments will be used for production development,
while business entities can use it for non-production pur-
poses. The companies may use money to create better con-
ditions for top management, or to increase administrative
apparatus, to increase wages for top managers, etc. As a
result, production development would not be achieved, and
the increase of indirect taxes will lead to some negative con-
sequences.

The end-consumer’s behaviour will also change, as the in-
stitutional economy is concerned, due to increase in the tax
rates of VAT and personal income tax. According to M. Weber,
there are four «ideal types» of behaviour [2, 628-629]: goal-ra-
tional, value-rational, traditional, and affective.

The behaviour of the Russian end-consumer can be
classified as traditional, and the behaviour of
the taxpayer - as optimising. Due to income
reduction (an increase of personal income tax
rate by 2%) and increase of prices (the appli-
cation of a trade charge and the increase of

Total mandatory payments to the social
insurance system at a rate of 21-22%
with levying from all payrolls

(the abolition of «thresholds»)

Budget revenue loss, reduction of cash flows
for the population social security, increase of
the attractiveness of investment in business
structures

VAT rate increase up to 20-21% and
preferential rates of 10% are cancelled

Increase of goods cost, inflation, increase
in the tax burden on the end user

Application of trading fees in all regions

Increase of goods cost, inflation, increase
in the tax burden on the end user

Personal income tax increase up to 15%

Source: Compiled by the authors

Reduction of available funds of the
population, reduction of the individual savings

VAT up to 20-21%), common habit to increase
money saving will emerge. It will lead to fur-
ther growth of market competition, and to diffi-
culties in sales markets. Negative consequen-
ces will also be connected with low efficiency
of marketing tools used by Russian producers,
comparing to Western companies, as well as
due to the short-term period of habit formation
(3 months). Moreover, after 8-10 months the
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habits are turning to routine, as R. Nelson and S. Winter put
it, established practice, an order of actions.

We should notice that internationally the practice of
transferring the tax burden from production to consumption
is a general trend for over the past 10-15 years. However, un-
like in Russia, the tax manoeuvre includes VAT and corpo-
rate income taxes, but not the insurance premiums, which
are the main pension systems worldwide. For instance, cor-
porate income tax rate is constantly decreasing in Switzer-
land in the last years. Typical rates of corporate income tax
in different cantons (regions) of Switzerland varies from 8 to
10.5% (KPMG, 2012), that makes it highly competitive com-
paring to the other European countries. In many OECD coun-
tries personal and corporate tax rates are reduced, while the
taxation base and the contributions to social security system
are increased. At the same time, there is general trend since
2006 to increase VAT rates, and it produces some positive ef-
fect. However, all OECD countries, excluding Australia and
New Zealand, levied compulsory social insurance contribu-
tions on labour incomes, demonstrating strong general up-
ward trend (Johansson et al, 2008).
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