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Abstract. Despite long-term theoretical generalization of various aspects of taxation, there’s still no unified
consistent conception that could unambiguously describe the social role and significance of tax as an instrument of
public power bodies for levelling income differentiation among population strata, different in their welfare
standards. Primacy of fiscal function of taxes distorts the hierarchy of tax functions, their sequence and co-
subordination, and prevails over their social implication in the life of modern society.
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All modern welfare states face a set of very
difficult challenges as they adapt to the demographic,
economic and fiscal pressures of the early 21%
century. These include: a) fiscal pressures of an aging
“core” population; b) political challenges of
maintaining public support for adequate social
welfare and education in the context of growing
ethnic diversity; c¢) growing public frustration with
and even distrust of bureaucratic state institutions and
political authority; d) intense pressures to reduce (or
at least not increase) taxes for politically powerful
constituencies; and e) the continuing pressures to
move from manufacturing-based economies towards
service-based economies.

These competing pressures deeply constrain
the political choices available to policy makers in all
advanced democratic nations [1].

On every stage of its development humanity
strives for improving mechanisms, securing its
existence. In the first place it concerns those
institutions that affect functioning of the most
important socio-economic aspects of human life and
activities.

Public power bodies, performing on behalf
of the state, provide their population with certain
utilities, applying to most unprofitable but important
sides of daily living activities of society, taxes being
the funding source of them.

The issue of degree, at which taxes could be
both the instrument of public power in resolution of
social contradictions and efficiency of tax spending,
keeps on riveting attention of scholars of different
epochs, countries, scientific schools and conceptions
not only in the field of economics, but other sciences,
the works of whom were at the heart of fiscal and tax
policies and determined development of theoretical
and practical aspects of taxation.

However, despite long-term theoretical
generalization of various aspects of taxation, there’s
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still no unified consistent conception that could
unambiguously describe the social role and
significance of tax as a form of solving social
contradictions.

Realisation of social implication of taxes
grew simultaneously with development of theoretical
comprehension of their role and significance in the
life of society. With a view to prevent revolutionary
disturbances, society is self-interested to resolve any
arising social contradictions and seek for a
compromise between interests of population strata,
differing in their welfare standards.

Today majority of contemporary states are in
the position of a multiple-valued choice how the
existing system of taxation can contribute to the
balance of interests of public power bodies and
concerns of society.

This problem can be considered from several
standpoints.

Firstly, the interests of the federal center
should compromise with the concerns of territories
that are subordinate to it, with respect to distribution
of the tax burden and proportion of funding to
socially significant national and regional programs.

Secondly, economic interests of the state
should correspond to those of taxpayers (legal entities
and individuals).

Thirdly, profits of high income groups of
population should be in balance with those of low
income strata by means of taxes as a form of solving
social contradictions.

In developed economies, as governments
have expanded, taxes have increasingly been used as
a tool of economic and social policy. The rich are
taxed more than the poor for the sake of a vision of
social justice: from each according his ability.
Depending on the jurisdiction, some good cause or
another is favoured: house ownership, marriage,
children, charitable contributions, savings. For
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companies, an almost endless series of exemptions,
deductions and definitions are supposed to encourage
investment, employment or some other desirable end
[2].

Processes of globalization and virtuality of
economic relations, openness of borders for money
flows led to appearance of a new type of
contradictions in national economies, those,
connected with new approaches to a bond between
the state and its taxpayers, who form the material
basis of their government.

Rise of new contradictions as wells as search
for possible ways of their settlement were caused by
the necessity for the state to fund social spending and
the need to find sources of revenue by means of
redistribution of resources, accumulated by the tax
system. In this case, tax assumes an objectively
conditioned form of solving social contradictions, the
study of which is characterized by pluralism of
various theoretical conceptions and diversity of
author’s points of view, each one with its own
specifics.

The essence of compulsory payments is
revealed in properties, functions, the role, they
perform, and the results that can be achieved thanks
to their operation.

With respect to taxes, the opinion of
scientists on the quantity of their functions is rather
manifold, varying from one function — fiscal, two
functions — fiscal and regulatory, three functions —
fiscal, regulatory and controlling to more ones (some
authors  distinguish  budget-making, budgetary,
burdensome, political and economic, stimulatory,
economic and other functions). At the same time
upon analysis and study of all presented tax functions
it should be noted that they are divided into elements
rather relatively, and some of them have no scientific
or theoretical justification to be referred to as
objective functions.

Like money or finance, taxes do not
distribute anything by themselves, neither control or
secure. Every function presupposes a taxpayer (a
legal entity or an individual) who has an object of
taxation at his disposal and carries out appropriate
actions, guided by his/her own concerns and
preferences [3; 4].

Consequently, if the object of taxation is not
identified, it’s impossible to organize the process of
tax collection.

For effective implementation of the social
function of taxes in practice, it’s required to
determine the quantity of functions, prescribed to
them, the sequence of their realization for the benefit
of not only the state, but a personified taxpayer as
well. The hierarchy and ranking of tax functions are
connected with the realization of the fiscal function,
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the priority of which is logical and undisputable, as in
case of failure to carry out this function, the
performance of the other functions of taxation seems
next to impossible.

Predestination of the fiscal function of taxes
is to create the material basis for the operation of
public  power  bodies through  centralized
accumulation of obligatory payments in the budgets
of different levels, which enables the state to
implement social programs and projects.

In this case taxation functions as a social
practice of the state, aimed at regulating the processes
of distributing the results of economic activity of
legal entities and individuals. But it is the very
primacy and fiscal directivity of the tax function
distorts the hierarchy of tax functions, their sequence
and co-subordination, and prevails over their social
implication, and hinders their application as an
instrument of regulating social and economic
contradictions in modern society. Realization of the
fiscal function of taxes in the process of
accumulating obligatory payments should be revealed
with the help of their social function that facilitates
better understanding of the goals and tasks that public
power bodies face, or the hierarchy of interests that
the state manifests.

Leroy M. stated that historically, the tax
State appeared in Europe with a financial function,
but it became and remained interventionist. The
social function includes the redistribution of incomes
by the taxation because it modifies the social
stratification, but extends to the interventions for or
against social groups, behaviours and values. In spite
of neoliberal tax cut policies, the tax social function
remains significant [5].

Nowadays one of the main objectives of
the state in the field of taxation is to find
optimal balance of economic efficiency and
social justice, economic essence of the tax
being the foundation for such a ratio.

Economic efficiency in its turn is in
strong correlation with the fiscal function of
the tax, whereas the social orientation of
economy finds its reflection in the social
function of taxes [6].

However, performing their fiscal function,
taxes do not virtually reveal their social essence,
having lost their true social significance. In fact the
social function has been replaced by the distributive
one, realized through partial redistribution of
obligatory payments, accumulated from all taxpayers.

In the opinion of Yurzinova I., the content of
the distributive (or social) function of taxes hasn’t
experienced any meaningful changes since the time,
when the economists distinguished it as a specific
function of taxes. With enhanced social orientation of
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government regulation of economy, the role of taxes
has been steadily raising, especially from the point of
view of social and redistributive aspects [7].

Hence, taxes by performing their basic fiscal
function, which provides the state with money funds
for its stable development and functioning of all
social institutions, should be treated as a form and
method of solving the existing social contradictions.

The state as a unifying whole redistributes
the collected taxes between members of society,
directs part of them to various social programs,
designed to stabilize the status of insecure
(uncompetitive) categories of population, to achieve
homogeneity of the polarized Russian society.

But implementation of social programs is
not the function of taxes, it’s the function of the state
who manages money funds accumulated through tax
and fiscal policies. Thereby taxes realize only fiscal
function, connected with accumulation of obligatory
payments, dominating over all other functions that
are in no direct correlation with implemented social
programs and, consequently, do not fulfill their social
predestination.

As a result of this it should be taken in
consideration what are the objectives and goals put
by public power bodies, when the latter determine the
level of tax revenues into the budgetary system and
view redistribution of money resources as a basis for
carrying out tax policy.

As a rule, a wide list of social programs is
drawn up in the states with a high level of taxation,
which is the source of their funding. With all that
going on, the degree of government intervention into
economic processes plays a big role in
implementation of socially-oriented taxation. For
example, in the countries of Northern Europe or
Switzerland, that are characterized by a strong social
orientation of government regulation, the official
interpretation of the social function of the tax implies
that taxes are a fee for social stability, paid by people
with high income for the benefit of low income strata
[7].

Globalization and internationalization of
economic relations, cross-border movement of labour
and capital markets exert a great influence on the
formation of national economies of different states
and realization of fiscal and tax policies in them, as
well as funding social programs.

Sven Steinmo stated that many have argued
that the increased international mobility of both
capital and labor witnessed in recent years will force
advanced capitalist democracies to cut taxes and,
thus, ultimately roll back their welfare states [8].

However, there’s no use pinning hopes that
it’s the social essence of taxes that could be a
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panacea to achieve homogeneity of the polarized
modern society.

The thesis about necessity of support for
uncompetitive population categories on the part of
the state is beyond any doubt. Nevertheless, the use
of taxes as a form of solution to social contradictions
doesn’t necessarily comply with efficiency of the
obtained results.

It’s obligatory to revise the approach to
providing population with all kinds of public social
transfers that have a negative side besides their
obvious social orientation. It should be admitted that
there are certain categories of people who have
neither intention, nor desire to display labour activity
or adapt to market economy conditions.

To some extent, the social function of taxes
leads to growth of social parasitic attitude or
smugness among recipients of various benefits and
public transfers, their constant expectation of material
support from outside, exploitation of fruit of
somebody else’s labour, interest in prolonged
government benefits and reluctance (demotivation) to
find jobs in different industries of economy. Some
groups of citizens can abuse their right for monetary
social benefits and intentionally quit their search for a
job.

Besides, there are possible negative ways of
how to optimize receiving of government transfers
and make use of all forms of social support,
depending on the family status of the recipients, that
is, to increase the number of welfare transferees. It
causes mock divorces, separate residence of the
family members and the like.

Independent life support is a positive form
of adaptation, implying self-realization of an
individual, involvement in social production, creation
of material and spiritual values. Exploitation of
somebody else’s resources, even if it presupposes
certain adaptation (expressed in rise in living
standards or satisfaction of an individual with his/her
environment), makes this adjustment defective or
negative, destructive for one’s personality or society
as a whole [9].

Similar processes, connected with economic
inequality among different categories of population,
are typical not only for the former USSR states, but
for other countries as well.

These aspects found their reflection in
scientific works of many researchers who considered
national and other peculiarities and studied not only
motifs that induced taxpayers to settle obligatory
payments or evade them, but investigated the social
essence of taxation and the role of government in
regulation of social and economic contradictions [1;
10; 11; 12; 13; 14].
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Not with standing relatively complete
previous study of theoretical aspects of taxation, it’s
essential to keep further study of the social essence of
taxes due to the following circumstances:

- there’s still no accurate conception that
would link fiscal nature of government policy to
social and economic significance and role of taxes in
development of society;

- the issues of impact of taxation on
taxpayers’ behavior (they are basically individuals)
are not sufficiently covered, as well as the ways how
to involve people of the country into forming sources
of revenue for the public budget;

- there’s still no answer to the questions of
how taxes and provided benefits are connected in the
process of distribution, and the degree of government
intervention on regulation of economic relations has
not been determined yet.

The above stated allows to make a
conclusion that in modern society taxes should
perform as an instrument of public power bodies,
targeted at leveling social contradictions between
high income and low income categories of
population.

Nowadays it’s urgent to rethink the content
of the social essence and functions of taxes,
connected with building government policy aimed at
turning taxpayers from impersonal object of taxation
into allies of public power bodies, concerned with
successful implementation of tax reform, increase in
the welfare of modern society and solution to the
existing social and economic contradictions.
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