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Russia Mulls Tax Hike on Top Earners

Authorities consider scrapping the flat income tax system, but
analysts suspect pre-referendum wheeze.

June 18, 2020

Russia currently levies a flat 13% tax on incomes. Alexander Avilov / Moskva News Agency

Russia is considering a tax hike for top earners to help cover the costs of the coronavirus
pandemic and patch a hole in the government’s revenues.

The plans could see a new 15% income tax rate introduced for those earning more than 2-3
million rubles ($29,000-42,000) annually, Forbes Russia reported Wednesday evening, citing
government sources.

Russia currently has a flat rate of income tax, set at 13%.

President Vladimir Putin’s spokesperson Dmitry Peskov confirmed Thursday that authorities
are discussing various options for raising taxes on wealthy Russians, but no decision has yet
been taken. Russia has repeatedly mulled the idea of introducing a progressive income tax in
recent years, but never gone ahead with the move.


https://www.forbes.ru/finansy-i-investicii/403107-pravitelstvo-vernulos-k-idee-naloga-dlya-bogatyh

Related article: Russia’s Official Job Losses Pass 1M Since Coronavirus Outbreak

“This is not the first time a shift to a de facto progressive personal income tax scale is being
discussed ... the Covid-19 outbreak may have catalyzed the earlier inclinations,” said ING
economist Dmitry Dolgin.

The Russian government is set to run a budget deficit for the first time in three years in 2020,
with spending outrunning income by as much as 5% of GDP.

Around 5% of Russians would fall into the new top income bracket, ING calculated, and an
extra 150 billion rubles ($2.2 billion) could be raised through the move. The Finance Ministry
is reportedly against changing the system, believing the extra administration around ditching
a simple flat tax system is not worth such a modest increase in revenues. Russians currently
pay around 4 trillion rubles ($57 billion) in income tax every year.

Commentators also pointed to the upcoming national referendum on controversial changes to
the Russian Constitution which would enable Putin to stay in power until 2036 as a potential
factor.

In his first address to the nation following the outbreak of the coronavirus, Putin signaled
that rich Russians and foreign businesses would be asked to shoulder the costs for fighting
the virus through higher tax rates on large bank deposits and corporate dividend payments
which are sent abroad. Critics condemned the moves as populist at the time.

“The timing of the media leak — during the post-lockdown [period], which may have
disproportionately affected the lower-income households, recovery and ahead of the national
vote on the constitutional amendments — makes it unclear whether it is intended as an actual
tool of economic policy,” said Dolgin.
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