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Abstract 
Taxes play an important role in reducing economic inequality by redistributing income 
and increasing access to public services. Progressive tax systems, which focus on 
higher incomes, have been proven effective in reducing economic inequality. Studies 
reveal that funds collected from progressive taxes can be used to fund social 
programs such as education, health, and social assistance, all of which contribute to 
improving the welfare of vulnerable groups. However, the effectiveness of tax policy 
in reducing inequality largely depends on its proper design and implementation. 
Poorly designed taxes, such as flat consumption taxes, can be detrimental and 
increase the economic burden on low-income groups. Therefore, it is important to 
design fair and progressive tax policies and implement effective systems to ensure 
compliance and fairness in tax collection. Furthermore, various studies emphasize 
that tax policy alone is not sufficient to reduce economic inequality. Tax interventions 
need to be supported by other economic and social policies, such as fair minimum 
wage policies, inclusive education, and adequate social protection. This combination 
of policies creates a more inclusive and equitable ecosystem, where every individual 
has equal opportunities to improve their welfare. Overall, tax is an important tool in 
addressing economic inequality, but it requires a multi-layered and collaborative 
approach between various policies. Reforms in the tax system need to be aligned 
with policies on resource redistribution and improving access to essential public 
services to support the creation of a more equitable and inclusive society. 
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Introduction 

Taxes serve an important function in building a nation's economy. As one of 

the country's main sources of income, taxes enable the funding of various social 

programs that support economic stability and growth. 

Taxes play a core role in reducing the wealth gap through redistribution of 

income and wealth. By implementing a progressive tax system where wealthy 

individuals or companies pay higher taxes, the government can raise resources to 

fund social programs and community services. (Atisa, 2022). These funds can then be 

utilized to improve the underprivileged's access to education, healthcare, as well as 

core infrastructure. As a result, progressive taxation can help shrink the gap between 

rich and poor, improve social mobility, and create more equitable economic 

opportunities for all segments of society (Zuberi & Teixe, 2022). (Zuberi & Teixeira, 

2021). 
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