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The article examines key tax policy and administration tools that allow balancing fiscal
efficiency with social justice. Tax policy involves a balance between ensuring the necessary
state revenues and promoting inclusive growth. At the same time, tax equity means adhering
to the principles of progressivity, horizontal and vertical equity. An analysis of theoretical
sources shows that the taxation system is the main mechanism for redistributing income, but
there is a potential trade-off between efficiency and equity. Increasing the tax base and
simplifying administration usually increase revenues (efficiency), while progressive rates and
targeted benefits strengthen social justice, although they can complicate the system and
restrain economic incentives. The article analyzes conceptual mechanisms and general world
experience, but does not provide detailed empirical modeling of a single country. Therefore,
the recommendations are of a generalized nature. Relevant sources for 2015-2025 are taken
into account, but despite this, some specific recent changes (for example, updates to
individual national codes 2025-2026) may not be taken into account. In addition, a
combination of political factors (electoral cycles) and legal features of individual countries
may change the real acceptability of the proposed measures. For example, high progressivity
may be ideal in countries with a strong tradition of redistribution, but it will not work where
opposition from business or politicians unwilling to raise rates is expected. These nuances
may be the subject of further research. Also, modern theoretical approaches and empirical
evidence on the impact of tax instruments on fiscal efficiency and redistribution are
summarized. A comparative analysis of tax mechanisms and practices in six countries with
different models (Scandinavia, continental Europe, the Anglo-Saxon model, transition
economies, and countries with high evasion) is conducted. It is noted that Scandinavian
countries, such as Denmark, achieve a very high tax burden (*45% of GDP) due to a broad
VAT base and significant revenues from personal income tax; in contrast, in the USA, the tax
system, in particular due to the absence of VAT, yields significantly lower revenues (*26% of
GDP), mostly due to the household income tax and local property taxes. In Germany and
Poland, social contributions account for a large share of the revenue structure (over 35%),
which reflects the continental model of the welfare state. At the same time, in countries with
a high level of evasion (generally in Latin America and the Caribbean), losses from the shadow
economy reach x6.3% of GDP. According to the results of the analysis, for practitioners with
limited resources, it is recommended: 1) to focus on expanding the tax base (fighting evasion,
formalizing small businesses) and simplifying administrative procedures; 2) gradually
introduce progressivity (charge higher rates on higher incomes) and flexible benefits for
vulnerable groups, minimizing deficits (rounding rates, efficiency/inclusiveness trade-offs);
3) use digital technologies (e-declaration, automated data, e-invoices) to increase
transparency and ensure adequate revenues. The article provides clear recommendations
adapted to the conditions of resource-constrained states, and also analyzes possible
compromises and priorities.
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Y cTaTTi pO3IJISIHYTO K/II0YOBI iHCTPYMEHTH NOAATKOBOI NOJIITUKY W aiMiHiCTpyBaHHS, 1[0 J03BOJISIIOTh
30asadHcyBaTh  (ickasibHy edeKTHBHICTh i3 coljjayibHOW cripaBeAyuBicTIO. [lofaTKoBa MOJITHKA
nepe6adae 6aaHC MK 3a6e3rneYeHHsIM HeOOXiJHUX JIePXKaBHUX I0XO/iB 1 CIPUSHHAM iHKJIIO3UBHOMY
3pocTaHH. BozsHoyac mnojaTkoBa pIiBHICTE O3HA4Ya€ [AOTPUMAHHA IPUHLMIIB INPOrPECUBHOCTI,
TOPU30HTA/IbHOI ¥ BePTHUKAJIbHOI ClIpaBe//IMBOCTI. AHa/II3 TEOPETUYHUX /PKepesl MIOKa3ye, 110 CUCTeMa
OINOJATKYBaHHSI € OCHOBHUM MeXaHi3MOM Iepepo3MNo/iilLy JOX0AiB, ajle icHye NoTeHUiHHUHA KOMITPOMic
MK eeKTHBHICTIO Ta CpaBeJIMBICTIO. 3POCTaHHS MOAATKOBOI 6a3M i CHpoOLIeHHs aJMiHiCTpyBaHH:A
3a3BUYal MiJBUILYIOTh HaAXOMKeHHS (edeKTHUBHICTB), TOAl K MPOrpecHBHI CTaBKU i afpecHi misbru
3MILHIOIOTb COLLi/IbHY CIIpaBe/IMBICTh, X04 MOXKY Th YCKJIQJIHIOBATH CUCTEMY Ta CTPUMYBAaTH €eKOHOMIYHI
CTHMMYJIW. Y CTaTTi IpOaHa/i30BaHO KOHIENTYa/IbHi MeXaHi3MU i 3arajibHUM CBITOBUH JOCBIiJ, OIHAK He
HaBe/IeHO JIeTaJIbHOr0 eMIIPUYHOTO0 MOJEeJII0BaHHA OKpeMol KpaiHW. Yepes ne pexoMeHzaLii MalOTb
y3araJibHeHUH XapakTep. BpaxoBaHo akTyasbHi mxepesna 2015-2025 pp., asie, He3BaKarO4Yd Ha IIg,
MOXJIMBO, JiesiKi crieliudiuHi ocTaHHI 3MiHM (HAITPUKJIaZ, OHOBJIEHHSI OKPEMUX HAIlOHAJIbHUX KOJIEKCIB
2025-2026) He BpaxoBaHi. Kpim Toro, koM6iHanist mosiTiyHKUX pakTopiB (BUGOPHI UKIIN) T FOPUIUYHHX
0c06JIMBOCTEN OKpeMHUX KpaiH MOXKe 3MiHIOBaTH peasbHy CIPUAHAT/IUBICTb 3alIPONIOHOBAHMX 3aX0/iB.
Hanpuksiag, BUcOKa NpOrpecUBHICTb MoXe OYTH ifea/lbHO B KpaiHax 3 CHJIBHOK TPaAULIED
NepeposMnojiny, ajle He CIPALIOE TaM, Jie O4YiKyBaHa ONo3uliis 3 60Ky 6i3Hecy 4M MOJITHUKIB He roToBa
HiBHILIYBaTH cTaBKHU. Lli HHOaHCH MOXKyTb 6y TH IpeIMeTOM NOJa/bLINX JOC/iKeHb. TaKoX y3araJbHeHO
Cy4acHi TeOpeTHYHI X0y i eMIipUyHi J0Ka3! 1[0/0 BIJIMBY 0ATKOBUX iIHCTPYMEHTIB Ha dicKalbHY
edeKTUBHICTb Ta nepeposnois. [IpoBe/ieHO NOPiBHS/ILHUN aHaJIi3 I0AaTKOBHUX MeXaHi3MiB i MPaKTHK Y
IIECTH KpalHax i3 pisHuMuM MogjensMu (CkaHJMHAaBifl, KOHTHHEHTaJbHAa EBPOMNA, aHIVIOCAKCOHCHKA
Mo/ieJIb, Ilepexi/iHa eKOHOMIKa, KpaiHU 3 BUCOKHMM YXHJIEHHSM). 3a3Ha4eHo, 110 CKaHAWHABCbKI KpaiHy,
Hanpukiaz JlaHis, JocsiraloTh Ay»Ke BHUCOKOI MOAATKOBOI HaBaHTaxeHOCTi (45 % BBII) 3a paxyHok
mrpokoi 6a3u [1/1B i 3Haunux HagxomkeHb Bif [1/1O0; HaToMicTh y CILIA nojaTkoBa cucTeMa, 30KpeMa
yepe3 BifcyTHicTb [1/IB, fae 3HauHO Hbk4i Joxoau (226 % BBII), 3ae6inblloro 3a paxyHOK NoJaTKy Ha
NpUOYTOK JJOMOTOCIIOAAPCTB Ta MicLieBUX MOJATKIB HA MakHo. Y HiMeuuuHi Ta [loiblii BEJIMKY TUTOMY
Bary B CTPYKTYPi I0XO/iB CTAHOBJIAATB COLia/IbHI BHECKH (TTOHaA, 35 %), 1110 BiA06paka€ KOHTUHEHTA/bHY
Mo/ieJIb CoLlja/IbHOI ieprkaBy. BoiHOYaC y KpaiHax i3 BUCOKHMM piBHEM yxWJIeHHs (3arajoM y JIaTHHCBKIN
Aveprni Ta KapubcbkoMmy perioni) BTpaTH Bif TiHbOBOI ekoHOMikM csraioTb ~6,3% BBII. 3a
pe3y/ibTaTaMy aHaJIi3y, J/Is TPAKTHKIB i3 00MeXXeHNMU pecypcaMu peKkoMeH/10BaHo: 1) GokycyBaTHCcs Ha
po31IMpeHHi noJaTKoBoi 6a3u (6opoTbba 3 yxuiaeHHsM, ¢popMavtizanis Masoro 6i3Hecy) i cnporueHHi
aAMiHITponeyp; 2) MOCTYTIOBO BBOJUTH NPOrPECHBHICTD (CTArYBaTH Gi/IbIIi CTABKH 3 BUILUX A0XO/IB) i
THYYKi MIBCY JUIs BPa3/IMBHX Py, MiHIMi3yloun Jediny (3a0KpyrJieHHsI CTaBOK, KOMIIPOMICH MDK
edeKTUBHICTIO/IHK/IIO3MBHICTI0); 3)  BHUKOpPHCTOBYBaTH LMGPOBI  TexHoJOTil  (esIeKTpOHHE
JleK/IapyBaHHsl, aBTOMATH4HI /aHi, eJIEKTPOHHI paxyHKH-GaKTypu) [Ui TMiABUILNEHHS NPO30pocTi U
3abe3MeveHHs BiJITIOBIIHUX HA/IXO/PKeHb. Y CTATTi HaJlaHi 9iTKi peKoMeHallii, SIKi aZlanToBaHO 10 YMOB
Jlep>KaB 3 06MeXeHHMH pecypcaMy, a TAKOXK IPOaHaIi30BaHO MOMK/IMBI KOMIPOMICH i ITPiOpUTETH.

KJ/IIOYOBI C/TOBA

ny6JliyHe ynpaBJiHHS; NOAATKOBA NMOJIITHKA; QickasbHa eQeKTUBHICTD; coljiajJbHa
CIIpaBe/JIMBICTh; NOAATKOBE a/IMiHICTpYBaHHS; Nlepepo3NoiJ J0X0AiB; M0JaTKOBE
HaBaHTaXXeHHs; MPOrpecUBHE OMOJATKYBaHHS; O010/KeTHA MOJIITHKA; iIHCTUTYIIHHI
MeXaHi3MHU.
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1. Introduction

The issue of balance between fiscal efficiency (efficiency of revenue collection) and social justice
in tax policy is central to modern public debates. Tax policy aims to strike a balance between providing
the necessary revenues to finance social and economic programs and promoting inclusive sustainable
growth [1]. On the one hand, high fiscal revenues are needed to finance the commons; on the other hand,
unreasonably high rates or a narrow base can undermine incentives, provoke evasion and slow down
the economy. On the other hand, social justice requires consideration of the capacity of taxpayers; This
means progressive taxation and horizontal/vertical equality in taxes [2; 3]. Specifically, social equality
means that the rich pay more (vertical equality) and those with the same income have to pay the same
amounts (horizontal equality) [2; 3].

The structural problem is that perfect equality often leads to lower incentives and losses (the
other side of the coin), and maximum fiscal efficiency leads to increased inequality. Bejakovi¢ called it a
“great compromise” between equality and efficiency. However, as modern literature shows, the trade-
off can be mitigated through well-thought-out tools: the tax system is the main lever for revenue
redistribution, but there are opportunities to achieve increases at the same time fairness, and
maintaining efficiency [3].

In the context of modern transformations of the Ukrainian economy, caused by globalization
processes, digitalization, as well as the challenges of martial law and post-war recovery, the problem of
achieving a balance between fiscal efficiency and social justice is of particular relevance. The tax system
is not only a tool for filling the budget, but also an important mechanism for regulating socio-economic
processes, in particular, reducing income inequality, supporting vulnerable groups of the population
and stimulating economic activity. At the same time, the existing practice of public tax management in
Ukraine is characterized by a number of imbalances, including: uneven distribution of the tax burden,
limited efficiency of tax administration, a significant level of shadowing of the economy and insufficient
targeting of socially oriented fiscal instruments. This necessitates a rethinking of approaches to the
formation of tax policy, taking into account the principles of fairness, efficiency and economic feasibility.

The institutional aspect of the implementation of tax policy requires special attention, since it is
the quality of public administration that determines the level of taxpayers’ confidence, the degree of tax
discipline and, accordingly, the volume of fiscal revenues. The introduction of transparent
administration procedures, digital technologies, as well as the improvement of control and
accountability mechanisms help to reduce the cost of tax compliance and minimize opportunities for tax
evasion.

In addition, it is important to take into account international experience, which shows that an
effective combination of fiscal and social goals is possible with a comprehensive approach to reforming
the tax system, including optimizing the tax structure, expanding the tax base, introducing progressive
elements of taxation and ensuring the targeting of social transfers. In this context, the adaptation of the
best world practices to national conditions, taking into account the economic, social and institutional
features of Ukraine’s development, is of particular importance. The problem of achieving a balance
between fiscal efficiency and social justice requires a comprehensive scientific understanding and
development of practical recommendations for improving the system of public taxation, which
determines the relevance of this study.

Background of the study: we assume that the article is addressed to the scientific and practical
community of public administrators. The topic requires an in-depth analysis of not only economic
theory, but also the practice of taxation, so the text is prepared in an academic style with relevant
terminology and restriction of the direct example of one country.

2. Literature Review

The search for an optimal compromise between fiscal efficiency and social justice is one of the
fundamental tasks of the theory of public administration and practical tax policy [1, 13]. In the scientific
literature, fiscal efficiency is traditionally considered through the ability of the state to mobilize a
sufficient amount of public revenues with a minimum level of costs and administrative resistance, while
the criterion of social justice focuses on the principles of spreading the tax burden (vertical and
horizontal equality) and redistribution of resources in society. A significant contribution to the study of
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this dilemma was made by P. Bejakovic, who proved that the goals of fiscal efficiency and social equality
are not necessarily mutually exclusive; state policy is able to transform the tax system so that measures
to minimize inequality simultaneously support overall macroeconomic efficiency. In the context of
domestic practice, O. V. Chmelyk and co-authors emphasize the importance of adapting these principles
to the conditions of market transformation of the Ukrainian economy, where compliance with social
criteria is a key indicator of the success of public administration [2].

Practical aspects of implementing tax reforms and macroeconomic trends in optimizing the fiscal
burden are covered in detail in regular monitoring reports of the Organization for Economic
Cooperation and Development (OECD) [4-7; 13]. Analysis of general trends in tax transformations in
OECD member countries indicates systematic efforts by governments to balance the structure of budget
revenues in conditions of global crises [13]. Comparative data from OECD reports demonstrate
significant variability of models: from countries with a high level of redistribution and a pronounced
social orientation (e.g., Denmark) [4] to countries with a moderate or specific fiscal burden and an
emphasis on direct income taxation (e.g., the United States, Germany, Poland) [5-7]. This international
experience is the basis for generalizing best practices in the distribution of tax liabilities.

The modern institutional and administrative lever for minimizing tax pressure and harmonizing
fiscal and social goals is the rapid technological development of the public sector [9; 11; 12]. As
A. Kollosa notes, the transformation of the architecture of business models and the expansion of the
digital economy have created unprecedented challenges for classical fiscal institutions, causing
significant budget losses and deepening social inequality due to the erosion of the tax base. In response,
international institutions, including the OECD and the World Bank, have justified the transition to the
concept of “digital-by-default”. The introduction of advanced Big Data processing technologies,
intelligent portal solutions and artificial intelligence systems (“TaxTech”) allows tax authorities to
switch to real-time transaction control, significantly reduce corruption risks, automate declaration
processes (the No-Filing concept) and reduce transaction costs for both the state and taxpayers [10; 12].
Thanks to such modernization of administration, a higher level of tax compliance is achieved, the
economy is de-shadowed and a transparent fiscal environment is formed, which directly works on the
principles of public trust and social justice [9; 12].

3. Problem Statement

The purpose of this article is to theoretically substantiate and systematize the mechanisms for
achieving a balance between fiscal efficiency and social justice in the system of public taxation
management, as well as to determine the tools for their practical implementation in the context of the
transformation of the economy of Ukraine. Achieving this goal involves solving the following tasks:

¢ toinvestigate the essence of fiscal efficiency and social justice as basic principles of tax policy;

¢ toanalyze modern approaches to their combination in the public administration system;

¢ to summarize international experience in ensuring a balance between fiscal and social goals;

¢ to determine institutional and administrative mechanisms for optimizing the tax burden;

¢ to formulate recommendations for improving the efficiency of tax administration in Ukraine,
taking into account the principles of social justice.

4. Methods and Materials

The study is based on institutional and systematic approaches to public tax management using
the synthesis of academic literature (2015-2025), updates of national legislation and secondary
macrofiscal data on the share of tax revenues in GDP, the structure of budget revenues and the dynamics
of the shadow economy. To conceptualize the balance between fiscal efficiency and social justice, a set
of scientific methods was applied: Comparative institutional analysis was carried out for the mutual
study of tax practices within six international models (Scandinavian, continental, Anglo-Saxon,
transitional and models with a high level of evasion); Structural and functional analysis is used to
identify progressive administrative and digital tools for the public sector in resource-constrained
settings. The limits of the study are due to the lack of detailed econometric modeling for individual
countries and the exclusion of local regulatory tax changes at the end of 2025-2026, which defines the
results of the work as universal regulatory recommendations and outlines directions for further
quantitative research.
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5. Results and Discussion

The theoretical economic literature clearly outlines the concepts of “fiscal efficiency” and “social
justice” in the tax field. Efficiency is usually interpreted as the ability of a system to provide the necessary
revenues with minimal complexity and without unnecessary distortion (i.e., to make optimal use of
limited resources) [3]. The main challenge is the contradiction between these goals. Classical studies
believe that rigid progressiveness can reduce the incentive to work or invest, reducing the total budget
revenue. However, later theorists show that under certain conditions, a compromise can be found. In
particular, Podrag Bejakovi¢ defines tax as a mechanism for influencing the allocation of resources and
emphasizes that it is necessary to look for policies where “justice stimulates rather than inhibits
efficiency” [3]. For example, in many models of optimal taxation, it is shown that several constraints
(informational, political) make it difficult to achieve both goals at the same time. Researchers often
recommend broad, low-rate tax-based and targeted social benefits as a trade-off: this allows you to
maintain aggregate revenues (efficiency) while providing support for the vulnerable (justice). In any
case, the tax system remains the main tool of the state to reduce inequality, but only if it is properly
designed and administered [3].

Modern sources also pay attention to qualitative factors: for example, the OECD states that
effective administration and improving tax culture (taxpayer confidence) are critical to achieving both
high fiscal and distributional efficiency [1; 10]. If administrators ignore the needs of digital taxpayers,
the system can spend more resources on tax collection and create more “false opportunities” for evasion
[9; 11]. Instead, modern approaches recommend investing in process automation, transparent online
services, and data analytics to optimize collection [10; 11].

Empirical studies confirm that tax design has a significant impact on revenue distribution and the
overall budget. For example, the OECD and the IMF regularly note that progressive income taxes
significantly reduce financial inequality, but too high rates can reduce the tax base due to evasion or
incentives for information. OECD analysts also point out that high income taxes are generally
accountable to better administration and can approach the 50% average. Other studies (e.g., Piketty et
al.) show that without progressive elements, the wealthiest groups benefit significantly in the long run,
increasing inequality. At the same time, according to the OECD, the structure of tax revenues varies
depending on the economic model, with a wide base of resources for social spending. Thus, in Germany,
38.4% of tax revenues come from social contributions, well above the OECD average (23.7%) [6]. At the
same time, in the United States (where there is no single VAT), more than half of the revenues are
provided by household income tax and local property taxes; on the other hand, the share of corporate
taxes and social contributions there is below average [5]. This reflects the traditional Anglo-Saxon model
with relatively low tax-to-GDP ratios (x26%, 2024) and a high reliance on local rent/real estate taxes.
In Scandinavia, on the contrary, the system is based on a very broad base (high VAT, large labor sector)
and in 2024 the tax burden crossed 45% of GDP [4]. As for evasion, world practice shows that large
inequalities and a complex system are associated with a high “shadow” sector. For example, in Latin
American countries, tax losses are estimated at an average of 6-7% of GDP (including 4% of income
tax) [8]. Such losses significantly weaken the ability of states to ensure fair distribution through taxes.
OECD statistics show that countries with high revenues (Scandinavia) are also characterized by a high
level of trust and correspondence between payments and services by the population, which reduces
losses for evasion.

Let’s consider the key mechanisms of tax policy and administration and their impact on the goals:

¢ Tax base and rates. Broadening the tax base (abolition or limitation of benefits, inclusion of
new categories of income) usually increases fiscal efficiency (revenues increase) and levels the playing
field for all taxpayers [3]. Progressive rates increase the level of vertical fairness - the rich pay relatively
more - but at the same time can stimulate tax avoidance and reduce activity in the shadows. interrupt
the economy) and a moderate degree of progressiveness, or the introduction of combined systems (e.g.,
consolidated income with a progressive scale plus a minimum guaranteed tax to meet budget needs)
[3]. For example, the Swedish system combines relatively high rates on luxury incomes with a broad
VAT base, while some of the transition countries (Ukraine, Poland) have previously experimented with
a flat income tax and a large VAT rate, seeking to use administrative simplicity at the expense of slightly
less progressiveness.

¢ Tax benefits and social expressive costs. Benefits (e.g., tax deductions for the poor, child
allowances, social tax losses) increase social justice because they reduce the effective burden on the

5
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poor. However, they reduce fiscal efficiency by narrowing the base. Many countries solve this by
introducing targeted payments (supposed subsidies, subsidies) outside the tax system, which preserves
a larger tax base. However, convenient digital technologies make it possible to partially effectively
combine benefits with administration: for example, the automatic assignment of tax refunds in the
presence of an income criterion (which reduces administrative costs).

¢ Administration and control. Improved administration is key to efficiency and fairness at the
same time. The OECD emphasizes that the tax service must adapt to the digital habits of taxpayers,
otherwise the costs of executing applications and errors leading to losses (evasion) increase [9]. If
budget processes are integrated into the digital economy (ERP systems, e-invoices, pre-filled
declarations), the burden on the taxpayer is reduced, and the collection of the correct amount of taxes
is ensured [10; 11]. For example, many European countries already use electronic services for reporting
and interaction between the payer and the administrator (which reduces time costs). The practice of e-
invoicing (electronic invoices) is being expanded, which automatically provides for the payment of VAT.

¢ Digitalization and data analytics. According to the OECD, digital tools should “force” the
taxpayer to enter less data manually and more to receive ready-made data from databases (filling out
declarations, integration with banking systems, etc.). This contributes to both simplicity (efficiency) and
trust: for example, in Australia, taxpayers can see all their data through their personal account, make
corrections, which improves the quality of information and strengthens trust in the system [10]. Big
data analytics and artificial intelligence (Al) help focus audit efforts on risky taxpayers: such a “risk-
based audit” increases collection (if cases of evasion are eliminated) and fairness (ensure, so that
everyone pays honestly). Recent examples (transitional e-administration of Ethiopia, Kenya, Nigeria,
with the support of the World Bank) show a significant increase in revenues after the introduction of
electronic declaration and CRM systems (centralized management of taxpayers’ clients) [11; 12].

¢ Transparency and accountability. Increasing transparency in the functioning of the tax service
builds trust and motivates voluntary payment. Digital services allow the taxpayer to see their “universal
tax account” (as in customs or pension fund), as well as to understand where their money goes [10].
Such open reporting reduces the feeling of mismatch between taxes and services. At the same time, there
are tools for assessing the impact of tax reforms: independent macroeconomic models assess how a
change in the rate or base will affect incomes and inequality. Application of valuation procedures
(impact assessment) allows you to simulate their effects before real reforms and avoid unexpected
negative consequences, which is also a generally accepted standard in developed countries.

We will conduct a comparative review of taxation instruments and their expected effects on fiscal
efficiency and social justice. To illustrate, consider the following cases:

¢ Scandinavian model (Denmark). It has the highest level of tax burden in the world (~45 % of
GDP [4]). The basis of income is personal income taxes (PIT) and VAT, which provide stable, large
revenues. Due to the high level of service and trust, evasion here is minimal. A progressive rate scale
(including a luxurious tax on the highest incomes) allows you to effectively finance generous social
spending. Effects: higher fiscal efficiency due to a broad base; high social justice through high
progressive rates and developed social programs [2; 4].

¢ Continental model (Germany). In Germany, the tax structure is more focused on social
contributions and personal income tax [6]. This means that a significant part of revenues comes from
social insurance funds (health, pension insurance), which forms the main “solidarity budget”. Tax rates
are moderately progressive. Effect: due to the combination of social contributions and income taxes,
fiscal efficiency is relatively high (integrated social programs are sustainably financed), and social
justice is ensured through solidarity contributions and additional payments of the rich to public funds
[3; 6].

¢ Anglo-Saxon model (USA). The United States has a relatively low workload (~25 % of GDP [5])
and an uncommon general VAT (there are sales taxes at the state level). The basis of the budget is federal
and local personal income tax, social contributions, and local property taxes [5]. The structure is
characterized by a high share of personal income tax (*52% of all revenues) and significant revenues
from property taxes (11%) [5], while the share of corporate income tax is significantly lower than
average. Consequences: the income base is wider than it could be with low rates, but due to the absence
of VAT and relatively smaller deductions of social contributions, the overall level of taxation remains
low. Social progressivity is ensured through significant federal and local deductions for poorer strata
(child loan, Medicaid, etc.), but still, inequality remains relatively high.
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¢ Transition economy (Poland). Poland demonstrates a combination of the model: the tax
burden has risen to 37% of GDP (2024) with the growth of the economy. The system relies most heavily
on social contributions (38% of tax revenues) and VAT (25%) [7], while personal income tax provides
a lower share (*21%). The personal income tax rate is progressive, but not too high; VAT is standard.
Effect: a broad base of VAT and social contributions provides sufficient fiscal efficiency, but a gradual
decrease in the progressiveness of personal income tax can reduce social justice (expansion of the
solvent base often occurs due to a reduction in the volume of aid). At the same time, Poland has
introduced strict control over reporting (EFS reporting), which helps to reduce evasion into the formal
sphere.

¢ A country with high bias (Latin America, e.g., Peru, Colombia). Here, the overall fiscal burden
is quite low (*15-20% of GDP), but it was more about large losses due to the shadow economy (*6-8%
of GDP) [8]. Attempts to raise taxes were often resisted and led to further “clamping” of business.
Currently, the LAC countries are implementing digital payment registers (e-invoicing) and the
integration of banking data to increase transparency. fiscal revenues, but social justice is undermined
due to unstable administration and low trust (taxpayers do not feel a fair redistribution). On the
contrary, modernization of administrative systems and programs for the vulnerable (for example,
guarantee income) can simultaneously increase fees and support the weaker strata.

Discussing the results, it is worth emphasizing that no single mechanism solves all problems at
once. The best result is achieved by combining measures: for example, the combination of a broad tax
base with moderate rates, targeted social benefits, and modern administration allows for synergy
between the goals. The Nordic experience shows that high fiscal efficiency can coexist with a high level
of fairness under the condition of high standards of transparency and trust (the population invests a
significant percentage of income in the state). Instead, countries with high evasion must first of all
reform the administration (digital registers, reducing corruption), and only then gradually raise rates to
prevent the “outflow” of the economy into the shadows.

For weak economies and countries with high corruption, strong administrative reform is key. For
example, as stated by the OECD, failure to implement changes in administration will lead to “higher
costs, lower productivity and increased opportunities for evasion” [9]. Conversely, integrated digital
systems “significantly reduce the burden” and help collect the correct amount of taxes [11]. The analysis
confirms that technological innovations in the tax field (e-filing, electronic payments, analytical
platforms) are an effective way to optimize both efficiency and fairness.

As for rates and the base: a capacious base indicator (Broad Base) ensures fiscal efficiency almost
without compromise - provided that the collection is taken care of in good faith. If the broad base is
accompanied by progressive taxation, then the state budget increases, but the risk of “leakage” of
revenues due to elite evasion increases. Here, it is worth noting the principle of “global Minimum
Taxation” (IDEA of the digital economy), which the world has been discussing in recent years - it is
aimed at preserving the budget under the conditions of a minimum level of corporate tax and deductions
for the richest [8; 11]. For low-income groups, the format of targeted monetary compensation or social
subsidies is more acceptable than the “cut” of ordinary rates.

It is also important to note that public trust in the tax system largely determines the adoption of
policies. The OECD emphasizes: high-quality tax data and transparency of expenditures are important
for legitimizing the system [1; 10]. Taxpayers’ access to information (for example, a taxpayer can see
their prepayment of taxes and services received for them) strengthens the sense of fairness and reduces
resistance to innovations.

At the same time, “occult” factors cannot be ignored: in countries with deep corruption, part of the
resources simply do not reach the state budget, regardless of formal rates. Here, mechanisms of
punishment (transparent audit tools, criminal liability) for economic crimes are no less important for
fiscal efficiency than economic incentives. However, the subject of this article is primarily official and
administrative instruments of tax policy.

6. Conclusions
The balance between fiscal efficiency and social justice is achieved through the combined use of

tax instruments and qualitative modernization of administration. An analysis of literature and practices
shows that:
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« Fiscal efficiency is ensured primarily by a broad tax base (all income is taxed) and moderate
rates; digital administration and anti-evasion mechanisms increase real revenues [3; 9].

e Social justice is strengthened through the progressive nature of rates and targeted
benefits/costs, but requires a high level of tax culture and trust. Transparency and fair rules enhance
the legitimacy of taxes [10].

« Different country models illustrate these patterns: Scandinavian systems demonstrate that a
combination of high efficiency and fairness is possible under conditions of high-quality administrative
service [4; 6]; Anglo-Saxon models, on the contrary, show that even with moderate collections, social
justice can be significantly adjusted through other mechanisms (e.g., social transfers, housing subsidies).

No single mechanism is universally “preferable”; a synergistic approach is needed. Tax policy
should be based on a clear understanding of local conditions - tax culture, the level of technology
development, and the degree of inequality. At the same time, international experience suggests that the
most successful strategies rely on broad income bases, flexible progressiveness (not extreme left or right
bias), active digitalization, and enhanced “feedback” (analytics, taxpayer engagement). It is necessary to
minimize unreasonable benefits and loopholes that reduce revenues. Where possible, introduce a single
total VAT (replacing several local taxes) to increase revenue stability. At the expense of the base, it is
possible to support the easing of rates for the least well-off (equivalent to the preferential first
“thresholds” of personal income tax). Progressivity should be carried out smoothly and reasonably: a
strict transition to a high marginal tariff can stimulate evasion. For example, consider the combined
scale: the basic moderate rate plus additional deductions (allowances) for excess profits (as is done in
Denmark). This will give a double benefit: the main revenues will almost be preserved, and excess
profits will be taxed. It is better to provide the poor with targeted transfers or benefits than to
complicate the entire system. At the same time, the savings of the state budget from administrative
simplifications (for example, a flat “minimum” tax for the majority of citizens + payments to the poor)
may be greater than from excessive progressiveness.

Invest in the IT systems of the tax service. Digital reporting (online platforms, mobile
applications), electronic document management and standardized forms (filling out based on a “single
window”) reduce the costs of the taxpayer and the state. The OECD recommends integrating tax
payment processes into the taxpayer’s “natural systems” (financial systems, bank accounts). This
reduces “surrogate” costs (time, queues) and stimulates voluntary payment. Provide visibility of results:
publish reports on the use of taxes, encourage feedback from taxpayers (for example, open data on the
effect of benefits or cost efficiency). Popular confidence increases the willingness to pay even at
moderate rates [10].

Before introducing new reforms (rate changes, rollback/introduction of benefits),
macroeconomic modeling and regulatory assessment (RIA) should be carried out. This will help predict
the budgetary effect, the impact on inequality, and economic incentives. This approach minimizes the
risk of unforeseen negative consequences. For countries with limited budgets and capacities (primarily
in post-Soviet and developed areas), it is critically important to focus on “low-cost” reforms: digital
technologies, analytical support, and the fight against corruption within the administration. Such
investments (often with the help of international donors) are returned due to rising revenues without
the need to dramatically raise rates.
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