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This study assesses the transformation of the tax system of the Republic of Kazakhstan, specifically the transition
from a proportional ("flat") model to a progressive personal income tax (PIT) scale introduced in 2026. The study
tests the hypothesis that differentiated rates and a luxury tax can reduce income concentration. The empirical part
uses observed panel data for 20 regions for 2014-2024, while the 2026 values are explicitly treated as forecast/
modelled scenarios. Fixed-effects panel regression, the Reynolds—Smolensky index and the Kakwani index are
applied. The retrospective estimates indicate a strong negative statistical association (r=—0.78) between PIT-related
tax revenues and the Gini coefficient; this relationship is interpreted as associative rather than as direct causal
evidence. Under the central 2026 simulation, the redistributive capacity of the PIT system (MT index) increases
about 5.2 times relative to the 2024 baseline. At the same time, the progressive effect of PIT (K = +0.067) is
partly offset by the regressive effect of VAT at 16% (K =—0.058), and under adverse price-pass-through conditions
this offset may become substantial. The results support differentiated VAT relief for socially important goods and
harmonization of tax regimes for individual entrepreneurs and employees to reduce tax-base erosion.
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Byn 3eprrey Kaszakcran PecnyOnmkachIHBIH camiblK JKyHeciHiH TyOereim TpaHchopManmsachiH Oaranayra
apHaJFaH, atan aiTkagma — 2026 >KbUTBI €HTi31Iyl OacTaiFaH MPOMOPIHMOHANABI («KaJaKy) MOAETBICH KeKe
tabpic canbiFbHBH (JKTC) mporpeccuBTi mKagachbiHa KeIry. 3epTTeyIiH MaKcaTh - capajlaHFaH MeJIIIepiieMenep
MEH «COH-CAJITAaHAT CANBIFBIH» E€HTi3y TAOBICTApIBIH IIOFBIPIAHYBIH TOMEHIETEl IereH THUIOTEe3aHBI TEKCEpy.
Maxkaraga GexiTinTeH acepiep maHenbaik perpeccus amictepi (20142024 xpugap apansiFrsiHAars! 20 eHipAiH
JIEpEeKTepi HETi3iHJe) >KoHe MHIEKCTiK aekommosunus (Petinonmbac—CmoneHckuil xoHe KakBaHm WHIEKCTEPI)
KOJNJaHbUTFaH. MoJienbaey HOTHKeNIepi MporpeccuBTi cablK TyciMaepi MeH JxuHn ko3 uiinenTi apacbiHIarsl
TYpPaKThl Tepic kKoppemsusiabiH (r = —0.78) 6ap exeHiH pactansl. CaiblK KyWeciHiH KaiTa Oemy anmeyeti (MT
HUHJEKCI) 5,2 ece apTaThIHBI aHBIKTAIIBL. ANlaiiaa «PUCKIABIK OeTapanThIK» KayTi e alKbIHAA b )KeKe Ta0bIC
canbIFbIHBIH TporpeccuBTi acepi (K = +0.067) xocbutran kyH canbiFbiablH (KKC) 16%-Fa neitin ecyiHeH TybIH-
naiteiH perpeccuBti acepmer (K = —0.058) emoyip ancipeyi Mym™mkin. KopsIThiHABLIAN Keie, cablK 0a3aChbIHbIH
apo3usceiH conapipmay yiniH KKC OoiibiHIa capaianraH MeJieplieMesep/i eHriy )KoHe jKeKe Kocillkepliep MeH
KaJIaMalibl KbI3METKepJiep YIIiH CajblK PeKUMIEPIH YIIECTIpY KaKEeTTUIIr Heri3aeni.

Tyiiin ce3mep: canbik peopmacsl, Tabbic TeHci3airi, [ kuau koaddumnmenTi, mporpeccusti cansik, KKC, kaiita
Oery.
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JlanHOE HMCccnenoBaHNe MOCBAIICHO OICHKE PaIUKaIbHON TpaHC(OpMAIH HAJIOTOBOM cucTeMbl PecmyOmmku
Kazaxcran - mepexomy oT IpOMOPIHOHATBHON ((IIJIOCKOW)») MOIETH K IPOTPECCUBHON IIIKajie HAaJora Ha JTOXOJIBI
¢usnueckux qui (UITH), BBeaennoit B 2026 romay. Llens vccneoBaHust 3aKII0YaCTCs B MPOBEPKE TUIIOTE3hI O TOM,
410 BBeAeHHE MH(D(PEPEeHIMPOBAHHBIX CTABOK M «HAJIOTA HA POCKOLIb» MPHUBEAET K CHUKEHHIO KOHIICHTpAIUU
JIOXOZIOB. B cTaTbe MpUMEHSIOTCSI METOJIBI MaHENIbHOI perpeccuu ¢ GUKCHpOBaHHBIME d(dekramu (Ha OCHOBE
nmaHHbIX 1o 20 permoHam 3a 2014-2024 roxel), a Taxke MHAEKCHAs IEKOMIO3UIUS (MHIEKCH PeliHombaca—
Cwmonenckoro u KakBanu). Pe3ynbrartel MogenupoBaHus MOATBEP)KIAIOT HAJIUYHE YCTOHUMBOW OTpHIIATENTbHON
koppensuud (r = —0,78) MexIy MOCTYIUICHHUSIMH OT IPOTPECCHBHOIO HAJIOTOOONOKCHHS U K03(DDHUIIHCHTOM
JxuHK. YCTaHOBIIEHO, YTO MepepacipeneIuTeNbHbIN MoTeHIHal cucteMbl (uuaekc MT) yBenuuautes B 5,2 pasa.
OnHako BBISIBJICH PUCK «(HUCKabHOW HeiTpanbHOCTHY: nporpeccuBHbIi dddext HADI (K = +0,067) moxer
OBITh CYILIECTBEHHO HUBEJIMPOBAH PErPECCHBHBIM BO3JICHCTBHEM MOBBIILICHHUS HAJIOTra Ha JOOABJIEHHYIO CTOUMOCTb
(HAC) mo 16% (K =—0,058). B 3akiroucHme cieiaH BBIBOI O HEOOXOMUMOCTH BBecHUS Ar(depeHIINPOBAHHBIX
ctaBok H/IC u rapMoHu3alliy HAJOTOBBIX PEXUMOB JJIsi WUHIUBUAYATbHBIX MpEANpUHUMATENEd U HAEMHBIX

pa6OTHHKOB C LCJIbIO NPEAOTBpAlICHUA 3PpO3UN HAJI0roBO# 0as3bl.

KuaroueBble ciioBa: Hanorosas peopMa, HEPaBEHCTBO JTOXO/I0B, Kod(duireHT [I>KUHHU, TPOTPEeCcCHBHOE HAIIO-

roobnoxenne, HIIC, mepepacnpenencHue.

Introduction. For almost two decades, Kazakhstan's
tax system has been based on the principle of
simplifying and stimulating the economy's exit from
the shadows. The introduction of a flat individual
income tax rate of 10% in 2007 was a strategic step
aimed at reducing administrative barriers and attracting
investment. At that time, the "flat" scale corresponded
to the libertarian model of development, where the
main emphasis was on capital accumulation within the
country.

By the mid-2020s,
challenges due to the low fiscal importance of

this model faced serious

the individual income tax and the lack of income
redistribution mechanisms, which prevented effective
smoothing of social inequality.

The introduction of differentiated income tax rates
(10% and 15%) became the basis for a new "public
deal" designed to ensure vertical equity through the
increased contribution of wealthy citizens (with incomes
over 8,500 MCI) to public goods. This reform is aimed
at stabilizing the budget in the face of unstable oil
prices, creating a sustainable source of financing for
social programs. In addition, the transition to direct
taxation of high incomes makes it possible to reduce the
role of VAT, thereby mitigating inflationary pressure on
socially vulnerable segments of the population.

One of the key theoretical problems of the study is
the phenomenon of "low inequality" under high social
stress. Official statistics record the Gini coefficient in
Kazakhstan at ~0.28~0.29. By international standards,

this corresponds to the level of Scandinavian countries
with a developed social protection system.

Despite the official figures, the real social well-
being of citizens remains unsatisfactory due to the
imperfection of the accounting methodology and the
distribution of the tax burden. Current statistics focus
on wages, ignoring "shadow" capital in the form of
dividends and offshore assets, while a flat tax scale
actually shifts the main burden to the middle class,
leaving the super-rich with ample opportunities for
optimization. The situation is aggravated by the fact that
the Gini coefficient does not reflect the actual gap in the
quality of life, education and medicine between large
metropolitan areas and regions, which distorts the real
picture of inequality in the country.

The scientific problem is that the current tax
architecture of the Republic of Kazakhstan does not
have the tools to correct real (rather than statistical)
inequality. The 2026 reform is designed to solve this
paradox, but there is a risk that without accompanying
measures to audit VAT and administer shadow incomes,
the progressive tax will only become an additional
"white"

burden on salaries, without solving the

fundamental problem of wealth concentration.

The scientific novelty of the study lies in an integrated
assessment of the 2026 reform that combines (i)
retrospective regional panel evidence for 2014-2024,
(i) Reynolds—Smolensky and Kakwani measures of
redistribution and progressivity, and (iii) a transparent
2026 scenario simulation that jointly considers the
opposite distributional effects of progressive PIT, the
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luxury tax and higher VAT. This design makes it possible
to assess not only the direction of each instrument
separately but also the risk that indirect taxation may
weaken the redistributive gains from direct taxation in
Kazakhstan.

Research Hypothese:

HI1: The transition from a flat to a progressive
personal income tax system in Kazakhstan, combined
with the introduction of a luxury tax, leads to a
statistically significant reduction in income inequality,
as measured by the Gini coefficient.

H2: The increase in value-added tax (VAT) has a
regressive effect that partially offsets the redistributive
impact of progressive taxation, potentially resulting in a
“fiscal neutrality” effect.

The theoretical basis of the study is the work of
Thomas Piketty and Emmanuel Saez (2014) on the
long-term dynamics of inequality, where the authors
prove that without progressive taxation, income on
capital inevitably exceeds economic growth rates,
widening the gap between classes [1]. Joseph E. Stiglitz
(2012) emphasizes that a high concentration of wealth
suppresses aggregate demand and slows down GDP
growth [2].

A growing body of cross-country research further
highlights the importance of tax system composition.
Menescal (2026), analyzing 107 countries over the
period 1990-2020, shows that the redistributive
capacity of fiscal systems depends not only on the
level of taxation but also on its structure, including
the balance between direct and indirect taxes, as well
as institutional factors such as informality and labor
market conditions [3]. Complementary evidence is
provided by Guillaud (2020), who demonstrates that
tax progressivity and average tax rates constitute key
“levers” of redistribution, often outweighing the role
of transfer mechanisms in reducing inequality across
OECD countries [4].

At the same time, the literature emphasizes the
contrasting effects of different types of taxes. While
direct taxes such as PIT are generally progressive,
indirect taxes—particularly value-added tax (VAT)-tend
to be regressive. Andersson and Atkinson (2026) show
that the regressivity of consumption taxes increases with
income inequality, as low-income households allocate
a larger share of their income to consumption of taxed
goods [5]. This finding is supported by cross-country
empirical evidence demonstrating that consumption
taxes significantly offset the redistributive effect of tax
systems, with up to one-third of inequality reduction

neutralized by their regressive nature (e.g, Blasco et al,
2023) [6].

In the context of Kazakhstan, research in 2020-2025
is of key importance. According to Professor L.A.
Omarbakiev (2020), the tax system should be based on
optimal coordination of the interests of all social groups
of society [7]. A. B. Sadvokasov (2021) emphasizes the
need for a policy of economic diversification, including
improving tax policy and tax legislation [8]. The Halyk
Finance (2025) reports emphasize that the "real Gini"
may be significantly higher than the official one due to
underestimation of the income of the self-employed and
hidden dividends. The experience of OECD countries
shows that fiscal instruments reduce the Gini coefficient
by an average of 15 points, while in the Republic of
Kazakhstan this indicator does not exceed 2-3% [9, 10].

Materials and Methods. To assess the impact
of the 2026 tax reforms on income inequality, a
quasi-experimental method based on the analysis of
redistributive effects and econometric modeling of panel
data is used.

Data status and forecast design. All regional
observations for 2014-2024 are treated as actual/
observed data drawn from official statistics and tax-
revenue sources [11, 12]. Values for 2026 are not
observations and are not included as realized post-
reform outcomes; they are forecast/modelled estimates
constructed from the parameters of the 2026 Tax
Code [13], the 2024 inequality baseline, and explicit
assumptions on the progressive PIT threshold, tax-
payment concentration and the average PIT rate.
Accordingly, the 2026 RS, Kakwani and MT values
should be interpreted as scenario estimates rather than
ex post causal effects. The fixed-effects regression is
estimated on the retrospective 2014-2024 panel; its
coefficients are used only as an empirical basis for the
direction and approximate magnitude of the scenario
analysis.

1.Reynolds-Smolensky Index (RS): Net effect
assessment. The Reynolds-Smolensky Index is used to
measure how much Kazakhstan's tax system reduces
inequality. It is defined as the difference between the
Gini coefficient of income before taxation (Gy.) and
after it (Gpost): RS=Gpre— Gpost- If, after the introduction
of the progressive scale in 2026, the RS index increases
compared to the base period of 2024, the reform is
considered effective in terms of social justice [14].

2. Measurement of progressivity (Kakuani Index). To
determine whether a particular tax (PIT or VAT) is
progressive or regressive in Kazakhstan, the Kakuani
index is used. It is calculated as the difference between
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the Tax concentration Index (C;) and the Gini coefficient
before taxation (Gpe): K= C; — Gpe. If K > 0 is
applied with a progressive tax (PIT 15%), then the
concentration index of tax payments is higher than the
income concentration index, which means that the rich
pay proportionally more. With a regressive tax (VAT
16%) K < 0, the tax burden is shifted towards low-

income groups of the population, since their propensity
to consume is higher [15].

3. Econometric specification (Panel Regression). To
identify the long-term relationship between tax structure
and inequality, a Fixed Effects model is used at the level
of 20 administrative units of the Republic of Kazakhstan
(17 regions and 3 megacities) for 2014-2024 with a
projected expansion to 2026:

Gy = a+ B, In(PIT,;) + B, In(VAT,,) + B3Luxury_Dummy;, + 8, X;, +n; + 9,

where, Gy is a dependent variable (Gini coefficient in
region i in year t;); PIT}; is income tax revenue (indicator
of progressivity); VAT, is VAT revenue (indicator of
regressivity); Luxury Dummy; is a binary variable that
takes the value 1 since the introduction of the luxury
tax; X is a vector of control variables (level inflation,
unemployment rate, GRP per capita); #, J, - regional and
temporary fixed effects [16].

Results Starting 2026,
Kazakhstan introduces a two-tier PIT scale: 10% for

and Discussion. in

income up to 8,500 MCI and 15% for the portion
of income above this threshold. With the 2026 MCI
assumed in the study at KZT 4,325, the threshold
corresponds to approximately KZT 36.7 million per year
[17].

To calculate the RS index, we need to know the Gini
coefficient before taxes (Gy) and after taxes (Gpos) at
two points in time: 2024 (base) and 2026 (post-reform
forecast).

Table 1 - Impact of PIT Reform on Income Inequality (2024-2026)

Parameter 2024 (base period)

2026 (forecast after reform)

PIT system Flat scale (10%)

Progressive scale (10% and 15%)

Progression threshold None

Up to 8,500 MCI-10%, above that —15%

Gyre(before taxes) 0.315 (market inequality

estimate)

0.285 (modelled 2026 scenario) management
income)

Gpost(after taxes) 0.290 (data for 2024)

2026 forecast/modelled values: authors’
calculations based on [14-16]

Source: Bureau of National Statistics [15]

The threshold of 8,500 MCI in 2026 (with MCI =
KZT 4,325 as assumed in this study) is approximately
KZT 36.7 million per year or about KZT 3.1 million
per month. This threshold, rather than the previously
stated KZT 31 million figure, is used consistently in
all subsequent 2026 calculations. The estimate that the
reform affects about 1% of taxpayers is treated as a
modelling assumption for the scenario analysis.

1) Calculation of the RS index for 2024 (flat scale
effect). Under a flat scale, the tax has almost no effect
on income distribution, as everyone pays the same
percentage. A slight decrease in the Gini coefficient
occurs only due to standard tax deductions (1 minimum
wage).

RS(2024) = 0,315 — 0,290 = 0,025

2) Calculation of the RS index for 2026 (progressive
scale effect). By increasing the rate to 15% for high
incomes, the net income (after taxes) of the rich is

growing more slowly than the rest, which is more
"squeezing" the Gini coefficient.
RS(2026) = 0,318 — 0,285 = 0,033

Changing the index: ARS = RS (2026) — RS (2024)=
0,033 - 0,025 =+0,008

Since RS (2026) > RS (2024), the introduction of
a progressive IPN scale in Kazakhstan in 2026 is
considered effective from the point of view of social
justice. The tax system has become more redistributive.
An increase in the index of 0.008 points (or 32% relative
to the base effect) indicates that the contribution of taxes
to reducing inequality has increased, although the main
effect is still limited to a narrow group of people with
very high incomes.

To assess the progressiveness of Kazakhstan's tax
system after the 2026 reform, we will use the Kakwani
index (K). This index shows how much the distribution
of the tax burden differs from the distribution of income.
We will perform calculations based on the current
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parameters of the new Tax Code (PIT 10/15% and VAT
16%) and data from the National Statistics Bureau.

For the calculation, we need: G (the Gini coefficient
before taxes is expected to be 0.318 (taking into account

nominal income growth) and C; (the tax concentration
index, which shows how tax payments are distributed
among population groups.

Table 2 - Tax Base Characteristics and Fiscal Contribution Forecast (2026)

Tax Rate (2026) Tax base C, forecast

PIT 10% and 15% Income exceeding 8.500 MCI (36.7 million tenge/ 0.385
year)

VAT 16% (basic) Consumption (including imports) 0.260

1) Personal income tax (PIT). Since the 15%
threshold only affects high-income groups (about 1%
of taxpayers), the tax payment concentration index is
higher than the income concentration index.

K(PIT) = C, — G,,, = 0,385 — 0,318 = +0, 067

Since K > 0, the PIT in Kazakhstan has been
progressive since 2026. The rich segments of the
population pay a larger share of total tax revenues to the
budget than their share of the country's total income.

2) Value added tax (VAT). VAT is a consumption tax.
Low-income families spend almost their entire budget

on goods and services subject to VAT. For the rich, a
significant portion of their income goes into savings and
investments, which are not subject to VAT.
K(VAT) =0,260— 0,318 = —0, 058

Since K < 0, VAT in Kazakhstan remains regressive.
An increase in the rate from 12% to 16% increases the
tax burden on consumers, while the tax concentration
index is lower than the Gini coefficient, which "hits"
the less well-off strata more strongly as a percentage of
their income.

Table 3 - Kakwani Index Analysis of Tax Progressivity and Social Outcomes

Tax Kakuani Index (K) Type of tax Social impact
PIT +0,067 Progressive Reduces inequality by redistributing the burden on
(10/15%) the rich
VAT (16%) —0,058 Regressive Increases the burden on the mass consumer may
increase inequality

The tax reform of 2026 has a "double" effect. The
progressive PIT scale works for fairness (K > 0), but a
significant increase in VAT to 16% creates the opposite,
regressive effect (K < 0). To balance the balance, the
government introduces preferential VAT rates (5-10%)
on socially important goods and medicines, which is
designed to mitigate the negative value of the Kakuani
index for VAT.

To implement the econometric analysis of our study,
we will conduct a panel regression simulation. To
identify the long-term relationship between tax structure
and inequality, a Fixed Effects model is used, which
allows us to exclude the influence of unique features

of regions (for example, Atyrau's oil status or Almaty's
financial status) that do not change over time.

The fixed-effects regression coefficients reported
below are estimated from the retrospective 2014—
2024 regional panel. The 2026 reform parameters are
not treated as observed regression data; instead, they
are introduced separately in the subsequent scenario
calculations. The estimated coefficients therefore
describe statistical associations in the historical panel
and provide an empirical basis for the forecast, but they
should not be interpreted as direct causal effects of the
2026 reform:

Table 4 - Regression Results: Impact of Tax Instruments on Income Inequality

Variable Coefficient (B) P-value Significance
In(PIT) —0,042 0,001 **% (High)
In(VAT) +0,015 0,045 ** (Average)
Luxury Dummy —0,008 0,082 * (Low)
Inflation (Control) +0,022 0,000 **%* (High)
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In the retrospective fixed-effects specification, a 1%
increase in PIT revenue is associated with a lower Gini
coefficient (B =—0.042; p=10.001), holding the included
controls and fixed effects constant. This coefficient

indicates a statistically significant relationship and is
not, by itself, proof of a causal effect of the 2026 reform.

0.310 T

0.305 1

0.300 1

Average Gini coefficient

0.295

0.290

—&— Average Gini coefficient
=== Reform implementation (2026)

Fig.1 - Simulated impact of progressive PIT reform on inequality (Kazakhstan)

The analysis shows that the effectiveness of the
luxury tax (Luxury Dummy) and progressive personal
income tax is unevenly distributed: Almaty and Astana:
Maximum contribution to the reduction of G,. This
is where 75% of taxpayers at a rate of 15% and
owners of “luxury” properties are concentrated. Western
regions (Atyrau and Mangistau regions): High Gy
due to the wage gap in the oil and gas sector.
The income tax reform effectively smooths out the
gap here. Agricultural regions (North Kazakhstan,
Turkestan regions): The effect of the reform is minimal,
as household incomes rarely exceed the progressive
threshold.

In order to prove the purpose of the work, it is
necessary to combine all previous indices into a single
analytical model. We will prove the correlation through
regression analysis and predict the effect through the
dynamics of redistribution [13].

1. Statistical association (econometric approach).
Based on observed panel data for 2014-2024, the
analysis identifies a stable statistical relationship.
The reported correlations and regression coefficients

describe association; they are not interpreted as direct
causal estimates of the 2026 reform. The elasticity
indicator is calculated as: Elasticity = A%Gini / A%Tax
Revenue.

For PIT (Progressive): Correlation coefficient r =
—0.78. This is a strong negative correlation: when
progressive taxes increase by 10%, the Gini coefficient
decreases by 0.42%.

For VAT: Correlation coefficient r = +0.45. Positive
correlation: an increase in VAT correlates with a slight
increase in inequality (due to regressivity).

2. Forecast/modelled redistributive effect (2026). The
2026 forecast uses the statutory reform parameters in
[13] together with the 2024 baseline and the modelling
assumptions reported in Tables 1-3. The redistribution
indicator (MT), linked to the Reynolds—Smolensky
framework, is calculated as MT = (t/ (1 - t)) x K, where
t is the average tax rate and K is the Kakwani index [17].
Thus, the 2026 values in Table 5 are scenario estimates,
not observed outcomes.

Table 5 - Comparative calculation (Base 2024 /Forecast 2026)

Indicator 2024 (Flat scale) 2026 (Progressive scale) Change
Average PIT rate (t) 10% (0,10) 11,2% (0,112) * +1,2%
Kakuani Index (K) 0,015 0,067 +346%
MT Effect (Redistribution) 0,0016 0,0084 +425%

*The average rate increases due to a 15% tax for high-income groups.
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The forecast shows that the redistributive capacity
of Kazakhstan's tax system will increase 5.2 times
precisely due to a qualitative change in the Kakwani
index (progressivity), and not simply due to an increase

in rates. The effect of the 2026 fiscal measures is clearly
visible through the convergence of the Lorenz curve
with the line of absolute equality.
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Fig. 2 - Shift of the Lorenz Curve under the Impact of Tax Reform (2026)

Note: compiled by the authors

The graph below shows that until 2026, the tax burden
was almost linear (flat). After the reform, the curve

for the 10th decile (the richest) goes up sharply, which
ensures the growth of the Reynolds-Smolensky index.

221 -@- Before reform

—a— After reform
20 A

18 A

16

14

Effective tax rate, %

12 A

10 7

{0

505

&R

SXRHALXS
R KRL

)
o tete el

X,
oL

>0

{ XKD
00000

:1,:,{‘./{:/{/“/‘/7/”&.

o
d

L5

55

V.
.

5

6

* e e
o KX

~
w0 -

0

Income decile

Fig. 3 - Tax burden by decile groups

Note: compiled by the authors

The retrospective calculations indicate a statistically
significant negative association between PIT-related tax
revenues and income inequality, measured by the Gini
coefficient, across the regions of Kazakhstan. In the
central 2026 scenario, the progressive PIT and luxury-
tax components generate a redistributive gain, while
the higher VAT rate works in the opposite direction

and partially offsets that gain. The net result remains
progressive in the central simulation, with a modelled
decline in the Gini coefficient of approximately 0.005—
0.008 points depending on the region. This is a forecast
result rather than an observed post-reform outcome;
under stronger VAT price pass-through or weaker PIT
compliance, the regressive VAT effect could offset a
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larger share of the direct-tax gain. The findings therefore

support H1 and H2 at the level of the modelled scenario,
without implying a direct causal effect.

Table 6 - Progressivity and Redistributive Effects of Selected Tax Instruments

Tax instrument Coefficient of Kakuani Contribution to the Hypothesis status
elasticity (B) Index (K) reduction of Gini
(AG)
PIT (10/15%) —0,042 +0,067 -2,8% Supported (Progressive)
Luxury Tax —-0,012 +0,110 —0,9% Supported (Highly
Progressive)
VAT (16%) +0,015 —0,058 +1,1% Supported (Regressive)

The results obtained during the simulation confirm
that the 2026 tax reform is a necessary but insufficient
condition for a radical reduction in wealth inequality
in the Republic of Kazakhstan. Three critical aspects
should be highlighted during the discussion:

Institutional traps and erosion of the tax base. The
transition to a progressive scale (10/15%) is taking place
in a context of highly fragmented tax regimes. The main
risk lies in arbitrage between regimes. In Kazakhstan,
the tax burden on the wage fund for hired workers is
significantly higher than for individual entrepreneurs
(IE) working under a simplified declaration (3%).

It is important to note that when the marginal rate
of 15% for skilled workers is reached, labor supply
elasticity may become negative. In the context of
global talent mobility (especially in the IT and financial
sectors), Kazakhstan risks facing not only internal
deformalization (shift to IE), but also migration of
tax residency to countries with lower direct taxation
(e.g., the UAE or Kyrgyzstan), which requires the
introduction of exit tax mechanisms for ultra-high net
worth individuals.

The contradiction between fiscal goals and social
justice. The most controversial aspect of the reform is
the simultaneous introduction of a progressive personal
income tax and an increase in the basic VAT rate to 16%.
Our calculations using the Kakuani index (-0.058 for
VAT) demonstrate a classic case of regressive shock.

In OECD countries, VAT regressivity is often
mitigated through social transfers, exemptions or
reduced rates on selected essential goods. For
Kazakhstan, the distributional outcome will depend on
the effective design and coverage of any preferential
treatment and compensation measures accompanying
the 16% basic rate. In the central simulation, VAT
partially offsets the progressive effect of direct taxation;
if mitigation is insufficient and price pass-through is
high, the reduction in real disposable income of the 1st—

3rd deciles may substantially weaken, and in an adverse

scenario could largely offset, the redistributive gain
from PIT. This reconciles the central forecast with the
risk scenario discussed in the policy section.

Universal declaration as a catalyst for transparency.
The effectiveness of the 2026 reform is inextricably
linked to the fourth stage of universal declaration
(2025).  Without of
individuals' “luxury tax” risks

comprehensive
the
remaining a declarative instrument with low collection

monitoring
expenditures,

rates.

The experience of countries with transitional
economies shows that the concentration of wealth is
often hidden behind complex ownership structures. As
Thomas Piketty and Emmanuel Saez (2014) noted,
effective redistribution requires transparency not only
of income but also of wealth. In Kazakhstan, the key to
success will be the ability of tax authorities to integrate
data on foreign assets through the OECD's Automatic
Exchange of Information (AEOI) system.

Based on the analysis, a package of measures is
proposed to optimize the reform: Introduction of Child
Tax Credits: To mitigate the regressive effect of VAT,
large families and low-income families should be
allowed to deduct part of their children's education
and development expenses from their personal income
tax base. This will create a “negative income tax” for
the poorest segments of the population, stimulating
investment in human capital. Harmonization of self-
employment and salaried employment regimes: The tax
gap between high-income salaried employees and self-
employed individuals should be reduced to prevent
artificial fragmentation of businesses and avoidance
of the 15% tax rate. Targeting reform revenues:
Additional revenues from the 15% personal income
tax rate and luxury tax should be earmarked. It is
recommended that these funds be directed exclusively
to the National Welfare Fund or to finance targeted
social assistance, which will increase public confidence
in the reform. Monitoring inflation tax: The government
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should provide a mechanism for temporary subsidies
to producers of socially significant goods during the
period of adaptation to the new VAT rate (16%) in order
to prevent a sharp rise in prices. To compensate for
regressivity, a 0% rate should be introduced for socially
significant goods (bread, milk, baby food).

Conclusion. The study combines observed regional
2014-2024 with forecast/modelled
estimates for the 2026 reform. Consequently, the

evidence for
conclusions concerning 2026 describe the results of the
central simulation and should not be read as realized
ex post or strictly causal effects. The following key
conclusions can be formulated:

1) The transition from a proportional to a progressive
PIT scale (10% and 15%) is expected to strengthen
vertical redistribution. In the central scenario, the
modelled cumulative effect of the reform measures
reduces the Gini coefficient, with approximately 0.008
points associated with the direct progression of PIT.
The estimated gain remains below the benchmark
effect reported for many OECD systems, reflecting the
moderate degree of progression and the narrow group
subject to the higher rate. These values are scenario
estimates based on the assumptions specified in the
methodology rather than observed 2026 outcomes.

2) A key barrier to social justice is the increase in the
basic VAT rate from 12% to 16%. The scenario analysis
confirms the regressive direction of this tax (Kakwani
index K = —0.058). In the central model, VAT partially
offsets-but does not fully eliminate-the progressive
effect of PIT and luxury taxation. However, for
households in the 1st-3rd deciles, where consumption
absorbs a large share of income, stronger price pass-
through or insufficient compensatory measures could
make the offset substantially larger. Differentiated
VAT relief for socially important goods or direct

compensation mechanisms are therefore important for
preserving the net redistributive effect of the reform.

3) The success of the 2026 reform critically depends
on the effectiveness of the fourth stage of universal tax
reporting. The study revealed the risk of tax base erosion
through arbitrage between the salaried employment
regime and individual entreprencur status (with a 3%
tax rate). If the gap in the tax burden on high incomes
is not reduced, the progressive scale will become a
de facto “transparency tax” for the corporate sector,
without affecting shadow income and excess income
from capital concentration.

4) The introduction of taxes on luxury real estate and
high-powered vehicles has strong public support, but
its direct contribution to reducing the Gini coefficient
is estimated to be insignificant (<0.5% of total budget
revenues). Its main function in the medium term is to
increase “vertical fairness” and legitimize the tax system
in the eyes of the population, rather than to replenish the
treasury on a large scale.

for the 2026 tax lead
to a sustainable reduction in inequality, it must

In order reform to

transform from a simple change in rates into
a comprehensive wealth management system that
differentiation of VAT to protect the

purchasing power of the poor; harmonization of

includes:

tax regimes to prevent capital flight to individual
entrepreneur status; targeting budget expenditures:
directing additional revenues from progression to
human capital development (education and rural
medicine).

Without these measures, the progressive scale risks
becoming a declarative tool that increases the burden
on the middle class but does not solve the fundamental
problem of the concentration of national wealth.
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