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ABSTRACT

Tax policies play a crucial role in shaping social equity and facilitating redistribution
of wealth within societies. This article explores the mechanisms through which tax policies
can promote social equity by analyzing their impact on income distribution, access to public
services, and overall economic justice. By examining different forms of taxation, such as
progressive income taxes, wealth taxes, and social security contributions, this article
highlights how governments can design fiscal frameworks to reduce inequality and enhance
fairness. Additionally, it discusses the challenges and considerations involved in
implementing effective tax policies that address disparities and ensure a more equitable
distribution of resources. Ultimately, understanding the role of tax policy in promoting social
equity is essential for policymakers, economists, and citizens committed to fostering a just
and inclusive society.
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INTRODUCTION

In the realm of economic policy, few tools wield as much influence over societal
fairness and redistribution of resources as tax policy. Taxes are not merely revenue-raising
mechanisms but powerful instruments that can either exacerbate or mitigate social inequality.
The design and implementation of tax policies directly impact income distribution, access to
public services, and the overall economic well-being of a nation’s citizens (Bejakovi¢, 2020).

Progressive Taxation and Income Redistribution

One of the fundamental principles in using tax policy to promote social equity is
progressive taxation. Progressive taxes impose higher rates on higher incomes, aiming to
reduce income disparities by redistributing wealth from the affluent to the less affluent. By
taxing income levels proportionately, governments can generate revenue while
simultaneously addressing inequality. This approach ensures that those with greater financial
capacity contribute more to the common good, thereby leveling the economic playing field to
some extent (Causa & Hermansen, 2017).

In practice, progressive income taxes typically involve tax brackets where higher
earnings are taxed at higher rates. For example, a system might tax income up to a certain
threshold at one rate and income above that threshold at a progressively higher rate. This
structure not only funds public services but also supports social welfare programs that benefit
lower-income individuals and families (Goni et al., 2008).

Wealth Taxes and Economic Justice

Beyond income taxes, wealth taxes represent another tool in promoting social equity.
Unlike income taxes which focus on earnings, wealth taxes target accumulated assets such as
real estate, investments, and inheritances. Advocates argue that wealth taxes can help address

1 1528-2635-28-S5-003

Citation Information: Putra, A., (2024). The role of tax policy in promoting social equity and redistribution. Academy of
Accounting and Financial Studies Journal, 28(S5), 1-3.



Academy of Accounting and Financial Studies Journal Volume 28, Special issue 5, 2024

disparities by targeting the accumulation of assets that perpetuate generational inequality. By
imposing levies on large fortunes, governments can redirect resources towards public
investments in education, healthcare, and infrastructure that benefit broader segments of
society (Joumard et al., 2013).

However, the implementation of wealth taxes is not without challenges. Critics argue
that such taxes may disincentivize investment and entrepreneurship, potentially stifling
economic growth. Moreover, the practicalities of valuing and administering wealth taxes can
be complex, requiring robust administrative frameworks to ensure compliance and prevent
evasion (Kaplow, 2020).

Social Security Contributions and Universal Benefits

In addition to direct taxation, social security contributions represent a form of indirect
taxation aimed at funding social insurance programs. These contributions fund benefits such
as unemployment insurance, retirement pensions, and healthcare, providing a safety net for
citizens during times of need. Social security systems contribute to social equity by ensuring
that all individuals have access to essential services regardless of their socioeconomic status
or employment history (Kohler, 2015).

The financing of social security systems often involves contributions from both
employers and employees, with contributions typically calculated as a percentage of earnings
up to a certain limit. This approach not only spreads the financial burden across society but
also guarantees that benefits are available to those who need them most, thereby enhancing
social cohesion and stability (Le Grand, 2018).

Challenges and Considerations

While tax policies can be powerful tools for promoting social equity and
redistribution, their effectiveness depends on careful design and implementation. Balancing
the objectives of revenue generation with the goals of fairness and economic efficiency
requires policymakers to navigate complex trade-offs. Moreover, global economic
interdependencies and mobility of capital necessitate coordinated efforts to prevent tax
evasion and avoidance (Piachaud, 2014).

Furthermore, the societal perception of tax fairness plays a crucial role in the
acceptance and effectiveness of tax policies (Prasad, 2008). Public support for progressive
taxation hinges on perceptions of transparency, accountability, and equitable distribution of
tax burdens and benefits. Educating citizens about the rationale behind tax policies and their
impact on societal well-being is essential for fostering informed public discourse and
consensus-building (Waked, 2020).

CONCLUSION

In conclusion, tax policy serves as a cornerstone for promoting social equity and
redistribution within societies. By leveraging progressive taxation, wealth taxes, and social
security contributions, governments can mitigate income disparities, fund essential public
services, and uphold principles of economic justice. However, achieving these goals requires
continuous evaluation, adaptation to changing economic circumstances, and a commitment to
inclusive policymaking. Ultimately, an equitable tax system is not only a fiscal necessity but
also a moral imperative for building a more just and cohesive society.
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